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TREASURY AND POST OFFICE DEPARTMENTS 
APPROPRIATIONS, 1952 


TUESDAY, APRIL 24, 1951 


Unitep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10:30 a. m., pursuant to recess, in room 
F-37, the Capitol, Hon. Harley M. Kilgore (chairman of the sub- 
committee) presiding. 
Present: Senators Kilgore, Hayden, and Ecton. 


TREASURY DEPARTMENT 
OFFICE OF THE TREASURER OF THE UNITED STATES 


STATEMENTS OF MRS, GEORGIA NEESE CLARK, TREASURER; F. L. 
CHURCH, DEPUTY TREASURER; E. DOOLAN, ASSISTANT DEP- 
UTY TREASURER; W. L. FUNK, BUDGET OFFICER 


GENERAL STATEMENT AND JUSTIFICATION 


Senator Kircorr. The subcommittee will come to order. 

Mrs. Clark, I think before you start, we will insert in the record the 
justification, which we have here, so that your statement may be based 
on that. You can either read your prepared statement or insert it in 
the record and highlight it with your comments, whichever you want 
to do. 

Mrs. Crark. I think I will insert it and highlight it, if that is all 
right with you, Mr. Chairman. 

Senator Kineore. All right. Let it go in, then, at this point. 

(The justification and prepared statement of Mrs. Clark follow:) 


INTRODUCTORY STATEMENT OF GEORGIA NEESE CLARK, TREASURER OF THE 
UnITEp States 


Mr. Chairman and members of the committee, I am indeed pleased to have 
this opportunity of coming before you to justify our estimate of budgetary re- 
quirements for the fiscal year 1952. 

My office, as you know, is the banking facility for the Government and as such 
is strictly a service organization. Our major responsibility is to facilitate the 
millions of financial transactions involved in the day-to-day business life of the 
Nation. We cannot control the volume of services required of the Treasurer’s 
office, since our operations must be performed if the Government itself is to fulfill 
the duties and responsibilities essential to the smooth operation of the Nation’s 
economy. 

We are extremely proud of our success in increasing the business efficiency of 
our operations and in developing substantial economies in operating costs. While 
the volume of work processed through our major operations has consistently 
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increased over the past 3 years, we actually reduced the number of employees on 
these operations over this period. These accomplishments have been made 
possible through the constant study of procedures, not only by staff members 
but by personnel at all levels of the organization. I can assure you that our 
efforts toward providing more efficient and economical services will not diminish. 

Determination of the budgetary requirements of this office for 1952, as con- 
tained in the presentation now before you, were based upon workload estimates 
furnished for the most part by all Government activities early in the current 
fiscal year. The change in the international situation since that time, particularly 
over the past few months, compels the realization that the original estimate may 
have to be revised upward. 

The figures presented by the President, in his budget message of January 15, 
contemplate Government expenditures in 1952 to be 78 percent greater than actual 
expenditures in 1950. The funds originally requested of the Congress by the Treas- 
urer’s office to service the Federal spending in 1952 were but 7 percent greater 
than actual requirements for 1950. 


EFFECT ON OFFICE OF EXPANDED DEFENSE PROGRAM 


There is one point not usually presented for consideration in determining budget- 
ary requirements, but which experience has taught the Treasurer’s office to be of 
great importance; that is, the operations of the Treasurer’s office must be recog- 
nized as directly contributing to defense or civilian requirements essential to any 
expanded defense program. Failure to recognize this fact contributed heavily to 
the excessive backlogs in the check processing and currency redemption operations 
during the last emergency. At one time the backlog in paper checks to be 
processed reached the staggering total of 80 million, while the backlog on retire- 
ment of unfit currency exceeded 100 million pieces. The cost to the taxpayer of 
operating under these conditions is far in excess of the cost where operations are 
performed on a current basis. 

In determining the possible effect the change in the international situation may 
have upon the Office of the Treasurer, it would seem logical to consider employ- 
ment in this office over the period before and during World War II. The records 
show that the number of emplovees on the Treasurer’s payroll increased from 1,478 
on June 30, 1941, to 3,138 on June 30, 1944. 


JUSTIFICATION OF 1952 ESTIMATE 


Comparison of the $5,175,000 available for 1951 with the $21,100,000 estimated 
for 1952 shows an increase of $15,925,000. Of this amount, $15,861,265 represents 
additional requirements under this appropriation occasioned by Public Law 656; 
Righty-first Congress, whereby the Treasurer’s office will reimburse the Bureau of 
Engraving and Printing for certain work and services heretofore financed from 
other appropriations. The actual increase requested for services comparable to 
those currently being financed from this appropriation was but $63,735, which is 
needed to provide promotions required by law and 1 day’s pay in excess of 52 
weeks. The application of the reduction of $600,000, approved by the House, 
against the funds requested for operations comparable to those presently per- 
formed by this office, would reduce such funds $416,265 below current operating 
expenses and considerably below actual expenses for both 1949 and 1950. 


EFFECT OF HOUSE REDUCTION 


Our 1952 estimate as submitted provides for an average of 1,.439employvees. To 
absorb the reduction of $600,000, approved by the House, $550,000 would of neces- 
sity be applied against salaries, and would involve at least 200 of the employees 
requested. The total force available within the reduced appropriation would be 
1,239, or approximately 150 below our current employment. 

Our budget, as originally presented, provided funds for the processing of 60 
million checks for the Army, Navy, and Air Corps. In excess of 6 million were 
processed for these activities in January 1951, or at an annual rate of 72 million 
per year, To process this increased workload alone would require additional funds 
in excess of $300,000 over and above those requested in our original estimate. 
Moreover, the volume of services to be performed for these activities continues to 
show an upward trend. Receipts of currency for retirement reached an all-time 
peak in January 1951. An increase in workload is apparent generally throughout 
all operations of this office. 

The foregoing factors, particularly the continued increase in workload actually 
experienced since the preparation and submission of our estimate, are clearly 
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indicative of the fact that the original estimate is conservative rather than exces- 
sive. 
CONTINGENT EXPENSES, PUBLIC MONEYS 


My comments thus far have been confined to matters relating to the appro- 
priation, ‘Salaries and expenses, Office of the Treasurer.’”’ The only other 
appropriation administered by this office, titled “Contingent expenses, public 
moneys,’ provides funds to cover expenses incident to collecting, safekeeping, 
transferring, and disbursing public moneys of the United States. The Depart- 
ment is, with the approval of the Bureau of the Budget, again requesting that this 
appropriation be given a permanent indefinite status based upon the fact that 
we have no administrative control over the volume of currency or coin required 
in commerce, nor do we have any administrative control over the transportation 
rates charged by the post office or commercial carriers. We do everything in 
our power to hold the volume to the minimum necessary to meet actual require- 
ments and to effect shipments by the most economical means of transportation. 
In looking back over the record, we find that since 1940 this committee has been 
called upon to consider 10 supplemental or deficiency appropriations. I might 
add that past experience has shown that accelerated defense and increased 
industrial programs will definitely increase requirements under this appropriation. 

Paragraph 3, page 15 of House Report No. 272 on this bill indicates that, should 
the Interstate Commerce Commission consent to the Post Office Department’s 
pending request for an increase of approximately 25 percent in its rate on fourth- 
class mail, the Postmaster General would be enabled to institute the new rates 
October 1, 1951. This would have the effect of increasing the 1952 requirements 
of this office an estimated $75,000 over and above the $500,000 originally requested 
under this title. 

In view of these factors, it cannot be too strongly urged that this appropriation 
be granted a permanent indefinite status. 


Standard classification schedule 


| | 
| 
| | 
| 





Increase (+) | 


! 

D 

| ecrease 
Amount | or decrease | rie 








ake | enias > (—), bill 
Resid. Sasichhnadt Estimate, | Estimate, | recom- (—), 1952 igh 
Standard classification 1951 1952 mended estimate | commeed 
| by House compared | w at , 
with 1951 | estimate 
Personal services, departmental | $4, 636, 703 $4, 086, 703 | +$50,103 | —$550, 000 
Travel : x 3, 250 5 000 x3 —350 
Transportation of things... 5 | 82, 930 | 80, 000 +7, 725 —2, 930 
Communication services im 7 } 13, 100 | 13, 000 +1, 780 | —100 
Rents and utility services... eae 259, 930 | 261, 330 | 260, 000 +1, 400 —1, 330 
Printing and reproduction: | 
Currency... peed shbbdictnbcudebobde titeehaks 15, 834, 134 | 15, 834, 134 | +15, 834, 134 
Other_... Bie. so adeanaeantel 72, 090 74, 831 | 70, 000 741 





Other contractual services. - 





nn eaten 19, 775 | 46, 225 | 41, 000 +26, 450 —5, 225 

Supplies and materials wie 98, 600 | 97, 447 | 75, 000 —1, 153 — 22, 447 
NNO ioe Sk asi is ck es ck Kb | 48, 130 | 19, 950 37, 163 +1, 820 —12, 787 
Total appropriation or estimate...) 1 5,175,000 | 21,100,000 | 20, 500,000 | +15, 925, 000 —600, 000 


! 


1 Excludes $25,000 reserved under tah 1214, General Aubudniiiasics Act, 1951. 
SALARIES AND EXPENSES 
(Estimate 1952, $21,100,000; 1951 act, $5,175,000) 
(House hearings, p. 335) 
(Bill, p. 3, line 17) 
AMENDMENT REQUESTED 


Page 3, line 20, strike out ‘$20,500,000’ and insert in lieu thereof “*$21,100,000’’, 
the estimate. 


HOUSE REPORT 
“The committee is recommending an appropriation of $20,975,000 for the 


Office of the Treasurer, a reduction of $625,000 from the budget estimate. $600,000 
of this reduction is to be applied to the appropriation title “Salaries and ex- 
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penses,’’ and the remaining $25,000 to the appropriation title ‘Contingent 
expenses, public moneys,’’ for which $475,000 is recommended in 1952—the same 
as the amount appropriated in 1951. 

“The large increase in the 1952 appropriation ‘‘Salaries and expenses’’ is caused 
by the proposed change in financing the work performed for the different bureaus 
by the Bureau of Engraving and Printing, which heretofore has been charged to 
the appropriation for the Bureau of Engraving and Printing. Under this new 
plan each bureau will carry funds in its appropriation for the cost of this work, 
and accordingly there is included in the 1952 budget estimates of the Office of the 
Treasurer $15,834,134 for the cost of 1,482,000,000 pieces of paper currency. 

“The committee is allowing the full amount requested for new currency and 
directs that none of the reduction of $600,000 be applied to cost of printing and 
issuing new paper currency.”’ 

JUSTIFICATION 


The estimate of $21,100,000 included $18,834,134 for reimbursement to the 
Bureau of Engraving and Printing for printing paper currency, $27,131 for 
reimbursement to the Bureau for related expenses, and $5,238,735 for the opera- 
tion of the Office of the Treasurer on a basis comparable to the current fiscal year. 

The committee report specified that no reduction be made in the amount 
provided for printing paper currency. Since no reduction is possible in the 
remaining amount provided for reimbursement to the Bureau, the entire $600,000 
must be applied to the $5,238,735, which leaves only $4,638,735 for operating 
the Office of the Treasurer on the basis of today’s operations. 

Projecting the daily rate of obligations for the month of February just passed 
into a full fiseal year 1952 would amount to $5,055,000 on the basis of current 
costs. The $4,638,735 provided in the bill not only does not include funds for 
handling any of the increased check volume which is now clearly indicated for 
fiscal year 1952, but is $416,265 below comparable operating costs based on 
current work volume. 

The Office of the Treasurer of the United States is strictly a service activity 
and all operations directly contribute to defense or civilian requirements essential 
in the changing international situation. 

The Secretary, in his statement before the subcommittee of the Committee 
on Appropriations, House of Representatives, on February 8, 1951, pointed 
out ‘that while the 1952 budgetary requirements for the Treasurer were deter- 
mined on the best information and workload estimates presently available, the 
changing international situation compels the realization that this estimate may 
have to be revised upward at a later date.” 


WORKLOAD 


While the workload generally throughout the bureau has been consistently 
increasing since late fall, this office was just beginning to really feel the effects of 
the defense effort upon its operations early this vear. The volume of checks 
processed in January 1951 for the defense establishments alone increased 20 
percent over the December volume. Receipts of currency for retirement reached 
an all-time high in January. 

In the event of a further increase in workload, it seems apparent that the 
maintenance of operations on a current basis may necessitate the recruitment of 
additional personnel to the extent that the payroll as of June 30, 1951, may be in 
excess of the number of employees requested in the original estimates for fiscal 
year 1952. 

In determining the possible effect financial and military mobilization may have 
upon this office, it would seem logical to consider our employment over the period 
before and during World War II. The records show that the number of em- 
ployees on our rolls increased from 1,478 on June 30, 1941, to 3,138 on June 30, 
1944, 

The major portion of the services required by law of the Treasurer’s office are 
of a banking nature and must be performed on a current day-to-day basis. It is 
possible, although very impractical, to temporarily postpone certain operations 
in the check-payment process subsequent to the actual clearance of the checks, 
thus not only creating undesirable backlogs in the Treasurer’s office but seriously 
delaying the reconciliation of disbursing officers’ accounts, performed in the 
General Accounting Office, by delaying delivery of the checks to that office. 
Actual experience has taught us that the cost of operating under such backlogs 
is nearly twice the cost of operating on a current basis. A reduction in the funds 
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requested for 1952 would therefore necessitate increasing the funds to be re- 
quested for 1953 by an amount sufficient to work off such backlogs. 

With regard to the application of any reduction to funds requested for obliga- 
tions other than salaries, the major requirements constitute the rental of equip- 
ment for the use of the Federal Reserve banks in paying checks as agents of the 
Treasurer, transportation of such checks to the General Accounting Office, and 
furnishing printed accounting forms to banking establishments for reporting 
purposes. Curtailment of these services could readily affect the present working 
agreements with the banks which have resulted in substantial savings to the 
Government. 


Analysis of appropriation base for fiscal year 1952 


Regular appropriation, 1951 act, less Public Law 759, sec. 1214 ee 


EE I Ce re retcne LN a Rta co eta Cardo $5, 175, 000 
Mareen eer” DOD 2 aeons a et ge Ee ees , 175, 000 
Reductions: —==—== 

Processing checks, deposits and claims_ _.__-_-- $3, 753 
General banking services _ —_ ___- : eet oly 31, 283 
Retirement of currency __------ oie oe a thao. 13, 924 
Maintenance of Treasurer’s accounts_.._______- : 15, 043 

Payment and custody of securities ent een tL 32, O86 96, OS9 


Additions: 
Processing checks, deposits and claims. ___-----_- 600 
General banking services -_ _ _-__- un oe WO eee tee 

tetirement of currency 


os 


IR AR SIN oe ne waa aan a ine Se 15, 765, 776 


Appropriation base for 1952 


cee eicciuette 20, 940, 776 
Appropriation estimate for 1952 


____._. 21, 100, 000 


Increase over appropriation base for 1952_...__-_--_-- aie 159, 224 
Increase from total appropriation, 1951__._...._---- unineme sip Cady Oe 
PI , 


Comparison of anorepecnive base with py MPErepreaiion estimate for 1952 


Appropriation base | Appropriation esti- 





for 1952 mate for 1952 Increase 

Activity Sea Weta aad | Sug ae. 

| Aver age Average Average 

posi- Amount posi- Amount | posi- | Amount 
tions tions tions 
ing checks, deposits and claims__| 919 944 | $3, 514, 486 | 25 $109, 673 
General banking services 80 80 | 16, 142, 981 oe 5, 610 
Retirement of currency \ 174 174 | 572, 830 21,875 
Maintenance of Treasurer's accounts 99 99 386, 920 | 7 11,325 
Payment and custody of securities 106 106 381, 295 9,115 
Executive direction is@Bieks ; 18 18 101, 488 1, 626 
Increase over appropriation base 1, 396 20,940,776 | 1,421 | 21, 100, 000 25 159, 224 
Adjustment in base (net) .. ’ 30 | —15, 765, 776 pce etan ; —30 15, 765, 776 
Total, appropriation 1951 and 

appropriation estimate for 1952._| 1, 426 1 5, 175, 000 1,421 | 21, 100, 000 - —5 |+15, 925, 000 





1 Excludes $25,000 reserved under sec. 1214, General Appropriation Act, 1951. 
GENERAL STATEMENT 


The Treasurer of the United States is the official custodian of the publie funds. 
All public moneys are required to be deposited to the credit of the Treasurer’s 
account in Federal Reserve banks and other designated Government depositaries. 
It is also the responsibility of this office to properly maintain the depositary, 
transit, general Treasury asset and liability, currency, public debt and numerous 
related accounts together with the Treasurer’s account current; to maintain the 
checking accounts of Government disbursing officers, corporations, and agencies 








344 TREASURY AND POST OFFICE APPROPRIATIONS, 1952 


and advance funds to such officers; to procure, stock and issue all United States 
paper currency, as well as direct the shipment of coin between the mints and the 
banks; to examine and redeem public debt securities and paper currency pre- 
sented for redemption and retirement; to issue checks in payment of claims, and 
examine and clear all checks drawn on the Treasurer of the United States in 
Washington; direct the activities of Federal Reserve banks in all operations when 
such banks act as the Treasurer’s agent; prepare the Daily Statement of the United 
States Treasury and render a monthly account of all receipts and disbursements 
to the Comptroller General for audit and settlement. 


LANGUAGE CHANGES 


The enactment of Public Law 688, Eighty-first Congress, authorizes advance- 
ments to and the reimbursement of the Treasurer’s Office for services performed 
for other Government agencies including wholly owned or mixed ownership corpo- 
rations. This legislation precludes the necessity for the proviso previously 
inserted in the language of this appropriation for such advances and reimburse- 
ments. 

JUSTIFICATIONS BY ACTIVITIES 


1. Processing checks, deposits, and claims (Increase $109,673) 


The organizational unit charged with this activity maintains checking accounts 
of Government disbursing officers and Government-owned corporations; pays 
checks draw on the Treasurer of the United States; processes the documents 
crediting the various Government accounts; directs the activities of Federal 
Reserve banks when acting as agents of the Treasurer in paying Government 
checks; and performs certain functions in connection with claims relating to lost, 
stolen, destroyed, and fraudulently negotiated checks. 


Comparative statement of workload, unit costs and total requirements for fiscal years 
1950, 1951, and 1952 


[Volume figures in thousands] 


Volume Unit cost Total 


| 
neha cele asians each 


Type of check 


Fiscal year 1950 (actual): | ax car | Gonaner | 'ti’eckee 
oO, 4 . Ue » 09d, 


Or nk ee ea nc ganas emedien 

















Cniek See NOPD. hens nh csc cacncnde nude sasusca | 18, 613 . 0175266 326, 223 
gS Oe 3 ee ae ree ere | 193, 340 . 0063501 1, 227, 729 
Rs. 2 08 alanis ered eh eae Bt | Ra 3, 153, 152 
—— ————==_«&Ehl ——====[=a=_l_=__[_[[[—BB 
Fiscal year 1951 (estimate): | 

ee ReneS 47, 675 . 0376996 1, 797, 329 
See WON Soa. Cina cannceanananenhas ceddeeed 18, 171 . 0188236 342, 043 
RR TR Ra See irncowat cerivinn Dole sbdasseedwnesmey nad 185, 701 . 0068314 1, 268, 594 
IIIT oistsceondthansenineheeeepscaidniieaistedlbe canabesdiagiieaay | ells Ollstse: kiceened 3, 407, 966 

Fiscal year 1952 (estimate): | 
Neen ee ee ene nn een a ee Se a seal eaath 50, 022 . 0371837 1, 860, 119 
Card checks, Washington. --- ~~ =<. 2-----2-.2..---2cceceeee enone | 18,159 | 0185708 337, 227 
Card checks, FRB--..-- iced ipa trenesa tinea lia aca aca ates -| 195, 255 . 0067457 1, 317, 140 
I lec ccctndd tak ekh nain sadaepuceb shane igelssabe then 263, 436 ssivmbll Het 3, 514, 486 








Summary by object classification of activity 


Appropria- 





tion base, Ph Increase 
1952 

PE SUNN... cre nnsnsics addy cena kpnspbeadens skaeeeee | 2, 895, 166 $3, 002, 059 +$106, 893 
Travel : . sian ae seliabecete' hel sel wi ge ciliata lkicielbe each atatartit | 1, 450 DOP bcccandktdnpees 
ys RE aR gi ep ee Se i Ra 74, 400 ee 
CURIEIRIORE INN TAP VINUB So ooo oe and Se cae ease 7, 900 9, 480 +1, 580 
tats 0nd EE SOE WIONG nose 5 Jn 4 oii cin vecserennadmonrns i 252, 300 253, 71 +1, 400 
RE SEE POOR icncice nem pedecareahamehnasmeenapee 51, 400 50, 600 —800 
Other contractual services. ............--.-...--..- Be tas ae 13, 200 13, 300 +100 
epee WE DENOERIED S. Sess se So on 8 Biss 82, 197 82, 897 +700 
II one cxnkscdsscnmiass Aamacdbouces as aati ancl rena 26, 800 26, 600 — 200 

ME ae habeer ann dbteveuktesnueas tiecaciiascsewes 3, 404, 813 3, 514, 486 +109, 673 
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2. General banking services (increase $5,610) 


345 


This activity encompasses the performance, for Government accountable officers 
and for local banks, of practically all the major functions of a general banking in- 


nee including the following: 
Payment of Treasurer’s checks. 


2 Receipt of funds for deposit to accounts of the various Government agencies. 
3. Collection of commercial checks, drafts, and postal money orders. 


1. Receipt, redemption, 


and accounting for coin from local area. 


5. Over-the-counter and mail-order sales of savings bonds, stamps, and tax notes. 
6. Procurement, stocking, issue, and accounting for all new United States paper 


currency. 


Treasury checks and other obligations paid in cash 

Deposits received and accounted for 

Commercial checks, drafts, and money orde rs | proce ssed 
for collection... ah 6 sign thee oa 

Pieces of paper curre ney issued _ 


Personal services_.-- 
Travel 
Transportation of things 
Communication services 
Rents and utility services. 
Printing and reproduction: 
Currency -- 
All other 
Other contractual services - 
Supplies and materials 
Equipment... 


WGN. cre Sccawbdncege 


Workload 


, 326, 672, 000 | 


' pore 
| Actual, 1950 on 1951 


| 
501, 451 
183, 410 | 


3, 519, 872 


Appropria- 
tion base, 
1952 


$284, 017 
50 


) 


7, 090 | 


15, 834, 134 | 


Estimate, 1952 


510, 000 | 
190, 000 | 


3, 600, 000 


1, 560, 000, 000 


Estimate, 
1952 


$289, 627 


510, 000 
190, 000 


3, 600, 000 
1, 500, 000, 000 


Increase 


50 | 


660 | 


7, 090 


15, = 134 


16, 142, 981 


The increase of $5,610 represents requirements for projection of promotions 
provided in the 1951 Appropriation Act, and new promotions effective during 
the fiscal vear 1952 as required by law; and pay in excess of 52-week base. 


Currency program 


Currency requirements (in thousands of 12 subject sheets): 
Outstanding July 1... ieia an gayi cians 
Issues sade 
Rede mpiions niga AEB he NRG OE A 

Outstanding June 30 

Treasurer’s reserve stock (in thousands of 12 subject sheets): 
On hand July 1 j 
Receipts 


Total available 
EB icin dintintinn 


On hand June 30 


1950 actual 


} 
| 
| 
| 
| 


nal 121, 608 | 
110, 5 556 | 


232, 164 


| lll, 46 | 


120, 818 


105 ry 000 0} 


117, 312 | 
110, 556 | 


6, 756 


136, 756 | 


| | 1951 estim: ate | 


120, 818 | 
119, 080 | 


239, R98 | 


119, O80 
120, 818 | 
130, 000 


119, 080 


17, 676 


| 1952 estimate 


120, 818 
| 121, 000 
| 241, 818 
| 121, 000 
| 120, 818 
eat Fei 

17, 676 
123, 500 


— —— 


“441, 176 
121, 000 


20, 176 
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Issues indicated above will replace normal redemptions only. No provision is 
made for increasing the number of sheets outstanding, nor is provision made for 
increasing the standard of fitness. 

While the above statement indicates improvement in the reserve vault as of 
June 30, 1952, under this program experience has taught that the minimum re- 
serve should be equivalent to one-fourth the currency issued, or a 3 months’ 
supply. The above figures will fall short of providing such a reserve by nearly 


9 million sheets. 
Inventory of $1 bills 





| ies Percent of 
$1 bills out- | Unissued | ‘unissued Days’ 





Date | standing —— stock to supply 
F outstanding 
neta neeenncee a renee aye een 
| Millions of Millions of 
dollars | doliars 

TE, Ee ae a ROTTS Ss 1, 022 | 457 45 130 
Neal 1, 127 327 29 109 
OY Ree ee ee ee ee j 1,171 370 | 32 123 
AOR 8 is do de de er et 1, 172 267 23 59 
June 30, 1947___..-.-_- ES ee Od 4 cee tee 1, 126 151 13 30 
ere nm 2 1, 151 131 | ll 26 
ETS res ec ol 1, 168 | 127 11 25 
ee, a I A a 1, 150 40 3 8 
MR ROONIN ayes is So os ae Tg 1, 192 





7 3 7 





It will be noted that the stock of $1 bills had decreased from 
$457,000,000 on June 30, 1943, or 45 percent of the total amount 
outstanding to $37,000,000 on December 1, 1950, or 3 percent. 

It has been necessary to limit shipments of new dollar bills to the 
Federal Reserve banks because of our inability to supply the quantity 
requested. Therefore, the Federal Reserve banks have had to pay 
back into circulation soiled and badly worn bills which should be 
retired and replaced by new bills. This situation has reached a point 
where some private banks have returned packages of such bills to 
the Federal Reserve banks and protested against issuing them to their 
customers. 


3. Retirement of currency (increase $21,875) 

This activity includes the performance for the Treasurer, of the 
functions of exchange and retirement of United States, Federal 
Reserve bank and national bank currency. It also examines and 
determines the redemption value of all mutilated and burned paper 
currency presented, and issues checks in payment thereof. 


Workload 
CURRENCY OUTSTANDING 








| | 
June 30, 1948 June 30, 1949 June 30, 1950 


| | 
All types and denominations.......................-...-]} 2, 824, 881, 453 | 2, 800, 411, 601 2, 762, 367, 063 


CURRENCY RETIRED 


[Millions of pieces] 








| | 
Actual, 1950 | Estimate, 1951 | Estimate, 1952 








geese rays Sea 








United States currency retired: 


Received from Federal Reserve banks...........-- 1, 298 1, 348 1, 400 

Received from local banks. -...._.- ae ee 30 28 28 
Federal Reserve currency retired: 

Received from Federal Reserve banks.-.........-- 452 474 490 

Received from local banks. ........................ s s 8 


Od ee 


Re 
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In addition to the above, there are approximately 25 million fit notes examined, 
proven and delivered to the cashier for reissue annually. 














Summary by object classification of activity 3 

















Pi y | | 
F | Appropria- Estimate, i 
. | tion base, 1959 Increases 

1952 pine 

} 

| 

B Personal services se : $508, 924 | $520, 619 | 1 $11, 695 
re Travel ; ; 150 | 150 | 
ry, Transportation of things 150 | 5, 130 | 24. 980 
5 Communication services. - | 1, 220 | 1; 420 | + 200 
p. Rents and utility services ib st 
o Printing and reproduction ao 3 831 | 3. 831 | 
iy Other contractual services i | 27, 580 27, 580 | 
E Supplies and materials Mg | 5 500 5. 706 | 4200 
: Equipment 3 600 | 8 400 | 54.800 











. |— 
Total on . ian : 550, 955 | 572, 830 | 21, 875 















1 Personal services: The increase of $11,695 is for the projection of promotions provided in the 1951 Appro- 
priation Act, new promotions effective during the budget year, as required by law and pay in excess of 52- 
week base. 

? Transportation of things: This increase represents requirements to return to the Federal Reserve banks, 
boards and straps used in shipping Federal Reserve currency to the Treasurer for redemption and will be 
reimbursed in full by the banks. 

’ Communication services: This increase represents this activity’s share of the increased cost of telephone 
services distributed as indirect costs. 

Ei ‘ Supplies and materials: Replacement of supply inventories. 

s $ Equipment: In addition to the normal replacement items, this activity propcses to replace roll-top desks 
re) which have been in use over 30 years, and in need of major repairs, with roll-top sorting tables for the use of 
Ry its money counters. To accomplish this will result in requirements estimated at $4,800 in excess of the 
F appropriation base figures. 













cs 4. Maintenance of the Treasurer’s accounts (increase $11,325) 


This activity performs for the Treasurer the following functions: 

1. Maintains depositary, transit, general Treasury asset and liability, currency, 
public debt and numerous related accounts, together with the Treasurer’s account 
current. 





a 2. Authorizes and directs shipments of coins between Treasury offices, Federal 
a Reserve banks, and the mints. 
a 3. Prepares daily statement of the United States Treasury, a monthly statement 


of classified receipts and expenditures of the Government, public debt, and paper 
currency outstanding. 


Summary by object classification of activity 4 

























: | 
Appropria- roe 
tion Koos, Estimate, Increases 
: | 1952 | 
4 1952 "7 
F 
iB Personal services aaa aia 5d ard eiias $351, 545 $360 325 | 1 $s, 780 
: Travel_..... ‘ le ail . waiigies 850 850 | : 
Transportation of things... ....... Stk oe 555 | 2, 400 21,845 
Communication services. ..............- hah aionieias 770 | 770 | 
Printing and reproduction. ................. ; <i 12, 800 | 13, 500 3700 
Other contractual services ‘ ‘ 1, 925 1, 925 |-- et 
Supplies and materials. 2, 900 2, 900 | .. 
DN a ee oS 4, 250 4, 250 | 
Total. ‘ skal ‘i . - 375, 505 | 386, 920 | 11, 325 





! Personal services: The increase of $8,780 in personal services represents requirements for the projection 

; of promotions authorized in the 1951 Appropriation Act, new promotions effective in 1952, and pay in 
E excess of 52-week base. 
: ? Transportation of things: This increase over the base is essential to provide for the transportation of 
blanks and forms for the use of the banks for reporting purposes. Actual obligations for this purpose in 
1950 totaled $2,696. 

3 Printing and reproduction: This represents necds to provide the banks the necessary blanks and forms 
required for reporting purposes. Actual obligations for 1950 totaled $14,296. 
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&. Payment and custody of securities (increase $9,115) 


The principal duties of this activity compromise the payment of principal and 
interest on public debt obligations of the United States, Government corporations 
and agencies, the re Islands and Puerto Rico; the receipt, examination, 
and verification of all United States securities purchased for the cumulative 
sinking fund and various other accounts; and to maintain custody of miscel- 
laneous securities and trust funds, including those held to secure postal savings and 
public deposits in national banks, together with safekeeping facilities for individ- 
uals and others for United States savings bonds. 


Comparative statement of public debt outstanding as of June 30 


[In millions of dollars] 











| 1946 | 1947 1948 1949 1950 

I i i cache le ibtiteinlaciea 119, 323 119, 323 | 112, 462 110, 426 102, 795 
Tn «isan eichaniennionar ennai 49, 035 51, 367 53, 273 56, 260 57, 5386 
Ry ee eee ee eee 427 325 316 369 285 
ne lene 36, 510 26, 665 29, 478 23, 565 42, 901 
Certificates of indebtedness___...........-- 45, 598 39, 699 39, 088 7, 094 36, 749 
I 17, 039 15, 775 13, 757 11, 536 13, 533 
Special and miscellaneous... ........-..--.. 1, 000 5, 221 | 2, 991 2,777 2, 853 

sient ke ecncateach Soteabeila 268, 932 258, 375 | 251, 365 252, 027 256, 652 


Statement of workload on measurable operations 


| 
1950 actual 1081 estimate | 1952 estimate 














ae | 
United States Savings bonds: 


PU skit ccsd sete d PA ads de eewd houses canyawened 51, 504 56, 000 56, 000 

a ke Ae il cn menial iiennnlb anit hii abse icin eek 35, 496 38, 000 38, 000 

DSS ec ee ene ne tak aac creRaentae ene akel 169, 302 170, 000 170, 000 
Miscellaneous publie debt and other securities: 

i a eh ahi walnie ds eunbhb Micmieiahe an aa 4h, 000 45, 000 45, 000 

Safekeeping (accounts) --._.-- i gadnces ak astasamiisien Uae ic ais 4, 138 4, 500 of 

Bonds audited... ._...-- poe ot oe te a a ease 1, 676, 000 1, 700, 1, 700, 000 





Summary by object classification of activity 6 








Appropria- Estimate, 
tion base, 1952] 1952 Increases 
| 
PN STG, ish hn kee beeen bbddensndtecenanaee $356, 880 $362, 585 1 $5, 705 
i a rg a a eile 850 B50 | ---------5 
Transportation of things__..........-- a Nt te gs aie ald 100 1, 000 3900 
Ci ha inch ba mre bidriew sbdeputicwsmcnse 770 0} eee 
i . eepiebenvanene 540 OR hana cineteteia lee 
Printing and reproduction_-_......----- sasbeasaseecebbeadband 2, 490 4, 800 32,310 
CUED OUP OEE DET WIOOES 5 no Sn ns nn ne cck ede beeennsecs 1, 200 BiG tusccdiavdeccue 
Supplies and materials-__........- ‘iaacalaumel aikibowetibwadnabbead 2, 400 9008 fee hin 
PI ch cer anndncacnneniddgaddhantnaseabbaces enetisane 6, 950 7, 150 4 200 
5S. 5 5 eta ic cb ndbnsncn sin gsavssatbiscabbabex 372, 180 381, 295 9, 115 








1 Personal services: The increase of $5,705 requested in 1952 is to cover the cost of projecting 1951 promo- 
tions, 7 for increases effective in the budget year, as required by law, and for pay in excess of the 
52-week base. 

2 Transportation of things: This increase results from a more equitable distribution of the cost for trans- 
aan blank forms for use of the banks for reporting purposes. Requirements of other activities have 

n correspondingly reduced. 

3 Printing and reproduction: This increase is to replace inventories of blank forms used for reporting and 
control purposes and securities envelopes used for vault jackets, 

¢ Equipment: The increase of $200 represents part of the cost of replacement of typewriters all of which 
are over 10 years of age. 


6. Executive direction (increase $1,626) 

The Treasurer of the United States and his immediate staff, together with the 
clerical and custodial employees assigned thereto, are designated as the “‘Treas- 
urer’s Office.’”’ The Treasurer, through his staff, determines all major questions 
of policy, procedure, and administration within the Bureau as a whole, and 
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advises and instructs the heads of the various divisions with respect to technical 
problems or involved problems of administration arising therein. This group is 
responsible for the coordination of the operations and functions of the Office of 
the Treasurer with other bureaus and agencies of the Treasury Department, 
Federal Reserve banks, ete.; the administration of the Bureau’s budget program; 
and constant studies of the various functions and operations with a view to 
perfecting more efficient operating procedures. 


Summary by object classification of activity 

Personal services: 
Appropriation base, 1952_-- ~~ _--- ee 
Eaumate, 1962... ........ 


eee _ $99, 862 
ty 











626 


is due entirely to within-grade salary 


Ina oe a is rte es ete — epiestes 5 















1 The increase of $1,626 requested in 1952 for ‘‘Executive direction”’ 
advancements as required by law and pay in excess of 52-week base. 






Standard classification schedule 





| 
| | | Increase (+) | 





















Amount or decre ase | os 
s : a . Estimate, | Estimate, | recom- | (—), 1952 Sree 
Standard classification 1951 1952 | mended | Pe ow ones 
| by House | compared 
9 estimate 
| | with 1951 
is | Teor } } 
Transportation of things: | | 
inn Miesknaietiititmnsonkiasgesnen 27,000 | $30, 000 | $27, 000 | {= 000 | —$3, 000 
Postage, parce] post..............--.-. 418, 000 440, 000 | 418, 000 | +22, 000 — 22, 000 
Communication services__.__....--...---| 11, 500 | 11, 500 | ok | . 
Other contractual services.__.........- 500 | 500 df SEE RIE SE ‘ 
Supplies and materials... ...........-- 18, 000 | 18, 000 | TOO ides cdiswseuns 
Total appropriation or estimate....|_ 475,000, 500,000} 475,000;  +25,000|  —25, 000 


! 








Pusiic Moneys 


(Estimate 1952, $500,000; 1951 act, $475,000) 


CONTINGENT EXPENSES, 


(House hearings, p. 358) 
(Bill, p. 3, line 21) 


AMENDMENT REQUESTED 





Page 3, line 24, strike out ‘‘$475,000” and insert in lieu thereof ‘‘such amounts 
’ , 99 , a 
as hereafter may be necessary’’—the estimate. 





HOUSE REPORT 















“The committee is recommending an appropriation of $20,975,000 for the 
Office of the Treasurer, a reduction of $625,000 from the budget estimate. $600,- 
000 of this reduction is to be applied to the appropriation title ‘Salaries and ex- 
penses,’ and the remaining $25,000 to the appropriation title ‘Contingent expenses, 
public moneys,’ for which $475, 000 is re commended in 1952—the same as the 
amount appropriated i in'2061.” *°\% 

“The committee after careful deliberation rejected the request for an indefinite 
authorization in 1952 for ‘Contingent expenses, public moneys,’ and is recom- 
mending an annual appropriation of $475,000 which is the same as the amount 
appropriated in 1951.” 

JUSTIFICATION 







With regard to the action of the committee on this appropriation, we wish first 
to strongly urge the granting of a “permanent indefinite” status to this appro- 
priation for the following reasons: 

There is no practical method of determining the volume of services required 
under this activity or of forecasting changes in transportation or communication 
rates. This is clearly evidenced by the fact that Congress has granted nine sep- 
arate deficiency appropriations under this title since 1940 and authorized a transfer 
of funds to supplement the 1950 appropriation. 
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2. Approximately 88 percent of expenditures under this title represent payments 
to the Post Office Department for parcel post handling of shipments of. currency 
and coin. 

In the event the request for permanent indefinite status is declined, it is strongly 
urged that the amount of the proposed reduction be restored in full, particularly 
in view of the fact that, should the Interstate Commerce Commission consent to 
the Post Office Department’s request for increased rates now pending, the Post- 
master General would be enabled to institute new rates October 1, 1951, which 
will increase requirements of this Office an estimated $75,000 over and above the 
$500,000 requested in our 1952 budget submission. 


SALARIES AND EXPENSES 
HOUSE ACTION 


Mrs. Ciark. There are two factors that I think are very important 
to this justification. One is the comparison of current operating 
expenses with the funds provided for 1952 in the House bill. We are 
currently operating at the rate of $5,158,000 annually. We requested 
$5,238,000 for comparable operations in 1952 which, after the reduc- 
tion of $600,000 applied by the House, would leave us but $4,638,000, 
or $520,000 below current operating requirements. This is based on 
the March 1951 rate as compared with the $416,000 mentioned in 
my justification based on the February figures. The second factor is 
increased service requirements for the Military Establishments. 
Our original budget provided for servicing 60 million checks a year 
for the Army, Air Foree, and Navy. We are currently processing 
at the rate of 72 million such checks annually. This fact will increase 
our requirements for such services $300,000 above our original 
estimates. 

We also have every reason to believe that our currency redemption 
workload will expand. In the month of January it was higher than 
it has ever been before. 

The temporary curtailment of any phase of our operation would 
of necessity be confined to the activities involving the processing of 
checks, deposits, and claims, and the redemption of currency. 

There is one thing I would like to point out, and that is that the 
Office of the Treasurer is really a service organization and that the 
work we do, our service, is required by law, and we have no say over 
the volume of the work. Now, if we have to cut down on our proc- 
essing of our checks, that means that we are delayed in the processin 
of statements to the disbursing officers, and we cannot get the pai 
checks over to the General Accounting Office, and their reconcilia- 
tion work is therefore delayed. If we cannot process our checks so 
that our claims that come in are properly handled—all the claims on 
checks are handled here at Washington—it means that delayed pay- 
ment of the checks which are lost or have been misdirected or fraud- 
ulently negotiated will cause hardship to a great many people. 


BACKLOG OF UNFIT CURRENCY 


If we are delayed on the currency redemption and have to backlog 
that we will be in difficulty. At one time we had backlogged hideous 
amounts, or large sums perhaps I should say, of currency. And it 
means much duplicate handling and triplicate handling of the cur- 
rency. It also means that we have to ask the banks to keep this unfit 
currency in their vaults. They don’t have adequate vault facilities. 
One thing I would like to point out is that the banks do reimburse the 
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general fund of the Treasury for this work, or we are paid at the tune 
of around $300,000 a year, 


COST TO PROCESS CHECKS 


Senator Kincore. What does it cost for the processing of a check, 
from your viewpoint? 

Mrs. Cuark. Mr. Chairman, if I may, I will have Mr. Funk 
answer that. 

Mr. Funk. There are three types of checks, Mr. Chairman. The 
paper checks; which we process in Washington, are costing around 
3 cents a piece. That is, everything, processing claims, every bit of 
work incidental to it, our administrative expenses, and so forth. 

We also process card checks drawn in the local area. They are all 
handled here in Washington. They cost us 1.8 cents. 

Senator Kircorr. What is the difference in cost? 

Mr. Funk. Just about double. 

Senator Kircorn. Why is the card check cheaper to process? 

Mr. Funk. It is processed by machine, by IBM mnthinis 

Senator Kingore, Whereas, the paper checks? 

Mr. Funk. They are all processed manually. 

Senator Kirncorre. Now, you do not issue checks in the Treasury. 
You are the paying agency. 

Mr. Funk. That is right. 

Senator Kitcore. And also the accounting agency? 

Mr. Funk. That is right. 

Senator Kitrcors. And how often do you send your accounts to 
GAO, or your canceled checks, for their audit? 

Mr. Funk. Monthly. There are monthly statements. All dis- 
bursing officers get their monthly statements. 

Senator Kiircore. And that is the only way they know how they 
are standing within their appropriations; is that right? 

Mr. Funk. Yes. 

Senator HAypEen. Let me ask about these card checks that are 
processed by machinery. What proportion of the checks are of that 
character? They cannot be very many. 

Mr. Funk. Locally, we have 18 million card checks and 50 million 
paper checks, but the Federal Reserve banks pay for us, as our agents, 
195 million card checks. 

Senator Haypen. The card check system has been extended to the 
Federal Reserve bank? 

Mr. Funk. That isright. They pay as ouragents. And they pay, 
we are estimating, 195 million. That will be close to 70 percent. 

Senator Haypen. I am pleased to hear it, because this was a reform 
that was long advocated, the installation of machinery to save labor. 
And that you have extended it now to that wide a degree is really 
worth while. It means a material amount of saving. 

You must have a considerable investment in that. 


RENTAL FOR CHECK-PROCESSING MACHINES 


Mr. Funk. We procured the machinery on a rental basis. 
Senator Kirgore. That is the only way you can procure? 
Mr. Funx. It is the only way we can. 


81916—51——23 
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Senator Kircoreg. Those are closed patents. 

Mr. Funx. Yes; our rentals run around $250,000 a year. 

Senator Haypen. And it is saving money? 

Mr. Funk. It reduces our requirements at least $5 million a year 
below the requirements as to paper checks. 

Senator Haypren. Of your total personnel, doing all of your work, 
how much of it is devoted to these two services? In other words, the 
House is going to ask us, when we go to conference, ‘They say they 
cannot cut on currency and cut on handling of currency. How much 
of their business is of that character?” 

Mr. Funk. One thousand one hundred of the one thousand four 
hundred and twenty-one employees are on these two activities, just 
in round figures. 

Senator Haypen. Then the major portion of your payroll is for 
these two activities? 

Mr. Funk. By far. 

Senator Haypren. And you say those are now operating right up 
to the limit, and if the personnel is reduced the work lags? 

Mr. Funk. We will have to backlog. That is definite. We have 
24 hours in which to clear a check. We have to perform that phase 
of the operation. We will have to backlog the remaining phases of 
the operation. 

Senator Kiiegore. Is it not a fact that that would entail the possi- 
bility also of a delay in the General Accounting Office detecting an 
improper payment? 

Mr. Funk. Yes. 

Senator Kiucore. For instance, if the disbursing officer makes a 
payment for which they believe there is no authorization, they charge 
that payment back against the disbursing officer from the General 
Accounting Office, at that makes a pretty bad delay. I have seen 
that in the Army, after World War I, when they would come back 5 
or 6 years later on a check, when the officers involved probably did 
not have any supporting vouchers, and things of that kind. [If it is 
processed promptly by General Accounting Office, it protects the 
officer who made the disbursement as well as protecting the Govern- 
ment. Is that not right? 

Mr. Funk. That is right. 

Senator Kitcorer. That is the reason that promptness is essential. 


TOTAL PERSONNEL 


Senator Ecron. Have you increased the personnel now, Mrs. Clark, 
over February? Have you put any additions on since February? 

Mr. Funk. On the Ist of January, we had 1,300 on. We currently 
have 1,379. 

Senator Ecron. As of now? 

Mr. Funk. That is right. We were running into a backlog, and 
had to put people on. 

Senator Haypgen. And of that 1,379, how many did you say were 
handling checks and currency? 

Mr. Funk. I can give you that exact. It is 1,050 at the present time. 

Senator Kitgors. That includes redemption of currency? 

Mr. Funk. That is right. There are 900 on checks and 150 on 
redemption of currency. 
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Senator Haypen. In both of those, you are right up to your neck 
in work? 

Mr. Funk. We are, indeed. 

Senator Haypren. And you will have a backlog if there is any cut 
in them? 

Mr. Funk. Yes. 

Senator Ecron. Are you below authorized strength? 

Mr. Funk. We are below authorized strength. 

Senator Ecron. You are now? 

Mr. Funk. That is right. 

Senator Ecron. Even with the additions that you put on? 

Mr. Funk. That is right. 


AUTHORIZED PERSONNEL STRENGTH 


Senator Ecron. What is that authorized strength? 

Mr. Funk. As to our authorized strength in those two divisions, 
I would like to get those figures for you. I don’t believe that I have 
them. 

Mr. Funk. The closest I could come to that would be 919 positions 
for checks, and 174 positions for retirement of currency. At present, 
we have 150 on currency and 900 on checks. 

Senator Haypen. The difference between the 1,050 that you have 
there and your total strength of 1,379 is 329 persons, employed at 
everything else in the Treasury Department. 

r. Funx. That is right, in the Treasurer’s office. 

Senator Haypen. Is it possible to make any reduction in the 1,379? 

Mr. Funx. All those services are required by law. They are main- 
tenance of accounts, Treasurer’s accounts. We maintain practically 
the same personnel year after year. The accounts do increase. They 
are constantly increasing. 


SERVICE TO LOCAL BANKS AND COMMERCIAL HOUSES 


Another function is the activity involving the furnishing of banking 
services to the local banks and commercial houses. We have the 
cash room up there, where we will sell bonds or cash them over the 
counter. We handle collections for the District government and for 
the local banks. Those are functions where we cannot possibly 
control the volume of business. 

Senator Ecron. No. Of course, we realize that. 

Mr. Funk. And as Mrs. Clark has said, any curtailment that we 
do take would necessarily be applied against certain phases of the 
check payment operation and the currency redemption operation. 

Senator Kitcore. Do you have any people working overtime at 
the present time? 

Mr. Funk. No, we do not; that is, not charged overtime. 


AMOUNT FOR SALARIES AND EXPENSES 


Senator Kitcore. You have a budget estimate for 1952 for personal 
services in the Department of $4,636,000. The House made a cut in 
that. Now much did you ask the budget for? 

Mr. Funk. We actually asked the budget for $5,000 over the figure 
which we show here for personal services. We applied only $5,000 of 
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the budget cut to personal services. In other words, we asked the 
Bureau of the Budget in round figures for $4,641,000 for salaries. 

Senator Kiicore. One other question: In your budget is carried 
the cost of printing the money for redemptions? 

Mr. Funk. That is right. 

Senator Kitcore. In other words, the new money to replace that 
which has been worn out? 

Mr. Funk. That is right. 

Senator Kitcore. You have there another item which says simply 
“Other,” of $75,000, allowed by the House. What are those “other” 
items of printing and reproduction? 

Mr. Funx. That represents the normal printed form requirements. 
We furnish all banks and post offices, and disbursing offices with 
reporting forms. The major portion of that $74,000 is made up of 
that. 

Senator Kitcore. Those are the reporting forms which you have 
to have in order to transact business? 

Mr. Funk. That is right. 

Senator HaypeN. What was the effect of the reduction made last 
year? Only a very small part was applied. How did it work out? 
You had to take a cut. You were compelled to take a cut. 

Mr. Funk. We were able to absorb it. 

Senator Haypen. You did that by not employing somebody? 

Mr. Funk. We did not have the volume. In one instance, we did 
not have the volume of paper checks, which is the big item, that we 
contemplated. a 

Senator Haypen. Whereas this year the volume is greater than 
ever? 

Mr. Funk. That is right, and as indicated, will increase, because 
of the defense needs. Of our paper checks, we get 66 percent from 
the defense activities and 22 percent from post office, neither of which 
outfits show any signs whatsoever of decreasing their volume. 

Senator Ecron. The volume of the post office has not decreased 
around here in the last 3 weeks. 

Senator Kireore. Any further questions? 

Senator Haypen. I am surprised, Mr. Chairman, that in connec- 
tion with the cut made in personnel on the one-package appropria- 
tion bill, which had to be applied around the Department, the House 
or somebody apparently realized that the Treasury could not take a 
cut cf any consequence, because they only applied $25,000 to your 
whole Department. That being the case, here the House comes 
along and makes a much deeper cut than that on its own. If the 
experience of last year would not justify a cut of more than $25,000, 
which they were able to absorb because of a failure of business to 
increase as expected, I cannot see why now, in the face of the defense 
effort, which you know is going to cost more, they can expect to run 
on the reduction made by the House. It just does not seem logical 
to me. 


PAYMENT BY CHECK TO ARMED SERVICES PERSONNEL 


Senator Kitcorr. The payment of the troops other than officers 
does not entail such a great volume of checks, does it? Are not the 
enlisted men paid in cash by paymasters? You do not have a great 
volume of checks on that; is that right? In other words, compared 
to the number of men in the Armed Forces, the volume of checks 
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there is much lower than it is for the other operations of the Armed 
Forces, commensurately speaking? 

Mr. Funk. That is right. The allotment and benefit checks are 
much heavier. 

Senator Kincore. Is that done with paper checks? Or are those 
written on cardboard? 

Mr. Funk. Most of the defense checks are paper checks. The 
allotment and allowances checks are issued on cards now. 

Senator Hayprn. I can understand that you can have paper checks 
issued where you have the machine. They cannot carry a machine 
around with the Army to punch the holes in the checks. So it has 

to be a paper check. It is only in a bank or in some institution of 
some size that the necessary equipment will be available. 

Senator Kircorr. Who has the patents on those machines you use? 

Mrs. Crark. IBM. 

Senator Krtcore. How much rental are you paying? 

Mrs. Ciark. $250,000 a year. 

Senator Krncore. On how many pieces of equipment? 

Mrs. Crark. I have that right here. 

Senator Kincorr. What is that based on? Monthly rental? 

Mr. Fonr. It is a monthly rental on the type of equipment. I will 
have to furnish you the exact number of machines we have, Senator. 

Senator Haypen. I would be interested in the total number of 
machines for which you are paying $250,000, and then some idea as 
to where they are located: In some places, you must have a battery 
of them, and in other places, only a few. 

Mr. Funk. We have them in the Federal Reserve banks. And in 
our own office here in Washington. 

Senator Haypren. They are not out in the private banks? 

Mr. Funk. Oh, no. No, indeed. 

Senator HaypreNn. Well, are they about equally distributed in the 
various Federal Reserve districts? 

Mr. Funk. They are distributed on the basis of the volume of 
checks which they pay. 


NUMBER AND LOCATION OF CHECK-PROCESSING MACHINES 


Senator Kitcore. Would it be asking too much if we were to 
request that you put in the record the exact number of machines you 
have on rental, and where they are located? 

Mr. Funk. We would be glad to do that. 

(The information follows:) 


Equipment currently utilized on a rental basis by the Treasurer and the Federal 
Reserve banks in connection with their activities as her agents in the payment of 
card checks 
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Kansas City......-| 
Minneapolis | 
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Aecount- | Account- 
Location Punches | Sorters ing Location Punches | Sorters | ing 

machines | } |} machines 
eaniiihip <xtenn aievesainians a oo i ai a aieesina alee peak eqpeetin sent 
Atlanta | 12 | 1] Philadelphia | 11 8 
Boston : | 8 7 | Richmond 1 5 { 
Chicago | 18 14 |} San Francisco 1 9 | 9 
Cleveland 8 7 7 || St. Louis | 2 10 8 
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Senator Kiicore. You use a different type of machine for check 
writing than you do on the tabulations? 

Mr. Funx. That is right. 

Senator Ecron. That rental includes servicing and repair of the 
machines? 

Mr. Funk. That is right. 


MONEY IN CIRCULATION 


Senator Kitcore. They refuse to sell them. 

Now, if we are through with the check question, I would like to 
go into this question of redemption, or rather reclamation of money. 
How much money do we have in circulation? What is the total 
number of pieces of money in circulation? Do you have that? 

Mr. Funk. The total in circulation is $26,189,000,000. That was 
the December 31 figure. 

Senator Kitcore. That is in dollar value? 

Mr. Funk. That is the dollar value. 

Senator Kincorr. You do not know how many actual bills are 
in circulation, bills and notes? 

Mr. Funk. On June 30, 1950, there were 2,762,000,000 pieces out- 
standing. That is of all denominations. 

Senator Kitcorr. That would only include paper money? 

Mr. Funx. That is paper money only. 

Senator Kitcors. What is the rate of wear-out on that paper 
money? 

LIFE OF PAPER CURRENCY 


Mr. Funk. They estimate that the life of a $1 certificate is 9 months. 
During the past 2 years, they have been staying out at least 12 months. 

Senator Kitcore. Of course, the bigger the bill the slower its rate of 
-deterioration, because it does not change hands as often. 

Mr. Funk. That is right. 

Senator Kitcore. And what is the rate of reclamation this current 
fiscal year as compared to last year? 

Mr. Funk. For 1950, we retired a total of 1,788,000,000 pieces. 

Senator Kirircore. Pieces of money? 

Mr. Funk. Pieces of money. 

Senator Kitcore. That was for the last fiscal year? 

Mr. Funk. That was for 1950. 

Senator Kitcorr. How about 1951 to date? 

Mr. Funx. I do not have the figures to date. I can get that for you. 

Senator Kirgore. Would you get that for us for the record? 

Mr. Funk. Yes, sir. 

(The information follows:) 

Redemption of currency through March for the fiscal year 1951 aggregated 
1,350,000,000 pieces. There are however approximately 63,000,000 pieces 
currently in our vaults and in process of redemption which are not included in this 
figure. 

Mr. Funk. We are estimating 1,858,000,000 for 1951, and for 1952, 
1,926,000,000. 

Senator Kitcorre. You have a budget estimate here for 1952 of 
$15,834,134 for the reproduction of currency. Is that all paper 
currency? 
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Mr. Funk. All paper. 

Senator Kircore. And that amount was also recommended by the 
House. There was no increase or decrease. You think that is the 
very minimum you can get re with? 

Mr. Funk. Oh, positively. No doubt about that. 


CURRENCY STOCKPILE 


Senator Krncorre. How much of a stockpile do you have? 

Mr. Funx. Our stockpile, if they continue deliveries at the current 
rate, the balance of the year, would be, I would say, in the reserve 
vault and in the banks, approximately 140 million pieces. 

Senator Kiicore. In your justification, here, you have an inventory 
of $1 bills outstanding, unissued Treasury stocks, and percentage of 
unissued stock outstanding, and the number of days’ supply. That 
was up to December 1, 1950. I wonder if you could bring that down 
to April 1. 

Mr. Funk. April 1? Yes, sir. 

Senator Krrgors. How much stock have you got on hand now? 
Do you know? 

Mr. Funx. I would rather furnish you that figure. 

It is changing every day on the basis of deliveries by the Bureau 
and-shipments to the banks. I will get you that figure. 

(The information follows:) 
an were 114 million pieces of $1 silver certificates in reserve as of March 30, 

CONTINGENT EXPENSES, PUBLIC MONEYS 


Senator Kincore. You have an item in here of contingent expenses, 
public moneys. Will you explain that, and what you want to do 
about it? I believe originally the budget approved and you asked for 
$500,000, which was reduced to $475,000. Will you just state for the 
record the purpose of that and what you would do with it? As I 
understand it, you would like to have that made a permanent or 
indefinite appropriation. 

Mr. Funk. We would. That is right. 

This appropriation covers the cost of transportation of currency, 
coin, notes, and bonds, the purchase of necessary supplies, such as coin 
bags, webbing straps, and certain other items of expense. The princi- 
pal items, comprising 90 percent of the total appropriation, are (1) 
postage on mutilated United States paper currency shipped by parcel 
post from the various points of the country to Washington; (2) ship- 
ment of new currency by parcel post from Washington to the various 
Federal Reserve banks; and (3) shipment of coin by express and parcel 
post between the Federal Reserve banks and mints to meet the needs 
of the Federal Reserve banks. Approximately 80 percent of that is 
out of one Government pocket into another, payment of parcel-post 
charges to the Post Office Department. 

Senator Kitcore. The Post Office Department asked the Interstate 
Commerce Commission for an increased rate on parcel post. 

Mr. Funk. That will increase our estimate by an estimated $75,000 
minimum. 
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Senator Kirgorr. On your contingent expenses, you would prob- 
ably have to come in for a deficiency, then, in order to carry on your 
parcel post express shipments? 

Mr. Funk. That is right. 

Senator Kirgore. Now, your 1951 appropriation was $475,000, the 
same thing the House recommended for next year. How much of 
that is obligated up to the present time? 

Mr. Funk. Through March 31, $333,000. However, we are cur- 
rently obligating at the rate of $44,000 per month. We will, for the 
first time in about 10 years, get through without a deficiency on the 
basis of present operations. 

Senator Kitgore. Will you have anything left out of it? 

Mr. Funk. We hope to. 

Senator Kircgorr. What would be the advantage of making this 
contingent appropriation a permanent indefinite? 

Mr. Funk. It would take care of our having to come down here 
each year for deficiencies or supplementals. 

Senator Kitcore. In other words, you would like to create what’ 
we call a circulating contingent fund, and if you would make a saving 
this year it would run over into next, and all you would then request 
next year would be enough to build it up to the safe level for each year? 

Mr. Funk. That is one way of saying it. 

Senator Kitegorer. And allow it to ride over. So that if you had 
any saving it would be reflected in your next year’s request for appro- 
priation for that particular item. In other words, under that, if you 
could effectuate a saving in fiscal 1951, it might offset the cut that 
you have suffered in fiscal 1952. Is that right? 

Mr. Funk. In actual practice it won’t, this year. 

Senator Kitgore. No, not this year. But in the future, if you 
had a saving in one year it could be used in the next year? 

Mr. Funk. That is right. 

Senator Kitgore. That, of course, like all other things, is based on 
estimates, and you might have a sudden demand for increased con- 
tingent expenses; is that right? 

Mr. Funk. That is right. Under defense requirements, the experi- 
ence has been that defense activity has accelerated requirements for 
coin and currency. 

Senator Kitgorr. Are you printing any money for use in Korea 
for the troops? 

Mr. Funk. No, sir, we do not print any money whatever. 

Senator Kingorr. Do you know what money they are furnishing 
there for the troops? 

Mr. Funk. No, sir. 

Senator Haypen. In this connection, Mr. Chairman, I notice in 
1942 they appropriated $200,000 and then had a deficiency of $150,000; 
so Congress had to act twice. In 1943, they appropriated $300,000, 
and then they had two deficiencies amounting to $150,000. So Con- 
gress again had to act twice on it. In 1944, the appropriation was 
$350,000, and then there was a deficiency of $50,000. In 1945, the 
appropriation was $400,000, and there was a deficiency of $90,000. 
In 1946, it was $450,000, and they ran on it. In 1947, it was $415,000, 
and they ran on that. In ’48 that was cut to $400,000, and then 
there was a transfer of $12,000, showing it was a mistake to make the 
cut. Then in 1949, the appropriation was $375,000, and there was a 
supplemental of $75,000. 
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It looks to me like in doing this thing we just make work for our- 
selves that is absolutely unnecessary. 

Senator Krucore. And incidentally work for the staff of the par- 
ticular bureau, because they come up to justify another appropriation. 

Senator Haypen. You know you have to meet this expense. There 
is no getting away from it. It is just one of these things that has to 
be paid. 

Now, if we were to'make this a permanent indefinite appropriation 
and go to conference with the House, do you still want the $25,000? 

Mr. Funk. We won’t need it. The money will be appropriated as 
requisitioned. 

Senator Haypren. No;I am saying that if we handle it this way, but 
the House says no; that they want it the way it was passed, at $475,000, 
if the budget estimate is $500,000 and the House says $475, 000, 
then, if that is not enough, you will have to come back for a de- 
ficiency. But would you want the $25,000 now? That is what I am 
trying to get at. 

Mr. Funk. If it is to remain an annual appropriation; yes, sir. 

Senator HaypgeNn. You want the full amount? 

Mr. Funk. Yes,sir. And we are still faced with any additional cost 
necessitated through parcel post-rate increases. 

Senator Haypen. So that if that is the case, again you will have to 
come back for a deficiency. 

Mr. Funk. That is right. 

Senator Haypen. But if it were permanent indefinite, if a parcel- 
post rate increase took place, you would not have to come back. You 
would make an accounting to Congress each year. 

Mr. Funk. That is right. 

Senator Haypren. And if Congress was not satisfied with your 
accounting, you would have to go back to this system? 

Mr. Funx. That is right. 

Senator Haypen. It looks to me, Mr. Chairman, like the Appro- 
priations Committees are just making work for themselves. 

Senator Ecton. Do you think you could get along on this con- 
tingency fund of $500,000 in the future, if it were made permanent? 

Mr. Funk. No, sir. 

Senator Haypen. If it was made permanent and indefinite, you 
could permanently appropriate enough money to pay this bill, what- 
ever it may be. 

Senator Ecron. Mr. Chairman, I think we all realize that the 
Treasury Department is here to stay and it is necessary and essential 
and therefore permanent. We have to have it, and we always have 
these expenses connected with this contingency fund. 

The only reason, it seems to me, why we should hesitate to grant 
it is that if we give it to one department then all these departments 
are going to be in here for contingency funds, and when you do that 
it is practically a blank indefinite appropriation, with no limit as to 
time or amount. And I believe we might get into a little difficulty 
that way. It would be hard to turn some of these other departments 
down, too. They have contingent expenses that have to be met. 
And I| hesitate to recommend it on that account primarily. 

Senator Haypen. This is not, as I understand it, a blanket appro- 
priation of $500,000 or whatever sum is needed. It is an appropria- 
tion to pay express or parcel post for the transportation of things, 
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which is what. this relates to.. Whatever the actual costs are, what- 
ever the bills are that they have to pay, we say, “All right. Whatever 
that is, you pay it.”’ They cannot use that money for any other 
purpose. It is the same thing as a refund of taxes. We have had 
that situation up over and over again. We know that if a tay ayer 
overpays, you have got to give the money back. We made an alleged 
saving here one year of a million dollars. The committee cut it a 
million dollars. “The committee guessed it would not be that. big. 
We did that in June, and in February, came back and appropriated 
a million dollars. I remember Senator O’Mahoney and I said this 
was just phony economy. You could not beat the game. That is 
all. It makes that particular bill that you report out to the House or 
the Senate look a little smaller today, but you have not paid your 
obligations, and you know you have got to pay them. 

Senator Ecron. ILagree. But at the same time, it is a little difficult 
for accountants to make up an accurate statement, if you have a lot 
of these contingency funds around in the various branches of the Gov- 
ernment, without a limitation on them, either as to time or amount. 
And it is just hard to make up a statement. I appreciate, Senator, 
that we are going to have to pay these expenses. 

Senator HaypEN. Well, the question is, of course, whether you want 
to pay them in two bites, or three, or only one. 

Senator Ecron. I think we should appropriate sufficient money to 
take care of their normal expenses and take care of such contingent 
fund, based on a reasonable and sound estimate, rather than to have 
them come back here and have to waste a lot of their time and the time 
of the committee asking for a supplemental. Because, as you say, we 
have these necessary and regular expenses, and we have to meet them. 
I admit there is merit to this, but right now, I would want to give it a 
little more consideration. 

Senator Haypren. I am merely pointing out exactly what happens 
over the years. 

Senator Ecron. Yes, I appreciate that. 

Senator HaypENn. When it is all done, you have not gained a thing. 
You have not saved a cent. You use up some more paper printing 
estimates, and it takes more time of the committee, and you take up 
more space in the committee report, and you have not done one thing 
to save the taxpayers a cent. 

Senator Ecron. If we could make an appropriation of, say, $500,000 
as a sort of revolving fund to take care of the contingency expenses, 
then at least we would have a limit on it. You see what I mean? 
So that anybody making up a budget or giving gn accounting of the 
obligations and appropriations would have a definite figure to include; 
whereas if we just leave it wide open, that contingency fund can only 
be an estimate in any accounting set-up. 

Senator Hayprn. The thing is that you base your estimate on 
what it cost last year. That is all. You take the total budget of 
the United States. There are a lot of things that are just that way. 
We do not appropriate money to pay interest on the public debt. 
You know that when that interest is due, you have to pay it, and the 
Congress says, ‘‘Pay it.’ We make no estimate of that. You would 
pot dare to do it. Because if you ever failed, if Congress made the 
wrong guess on the amount of money to be paid as interest on the 
public debt, and there was not the money to pay it, where would 
your bonds go? 
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Senator Ecron. I agree. But that is a little different than the 
other. This contingency fund is dependent on the management and 
the direction of personnel, whereas your public debt is not. 

Senator Haypren. No, if you look at your transportation, here, it 
is a matter of how much you pay the express company for shipping 
the money, how much you pay parcel post. 

Senator Ecron. I say it has merit. We may do it. 

Mr. Funk. We cannot control either the volume of the requirements 
or the cost. 

Senator Kinecore. In other words, if the redemptions were decided 
to be sent in small quantities, at more frequent intervals, it would 
just add to your contingent expenses? 

Mr. Funk. That is right. 

Senator Kincorr. And you have no control over that. 

Mr. Funx. We pay the cost coming in and going out. 

Senator Kitcore. You pay it both ways. 

Mr. Funx. The new money going out to the bank, and the 
mutilated currency coming back. 

Senator Kitcore. In other words, you reimburse the bank? 

Mr. Funk. No, we pay it. The Post Office vouchers us. That is 
the same way throughout all our appropriations. We do not reim- 
burse the banks. We have the vouchers come to us. We make the 
contract for rental of equipment, for everything. The Post Office 
vouchers us for all transportation. 

Senator Kingorer. Any further questions? 

Senator Ecron. That is all. 


PERSONNEL STATISTICS 


Senator Kitgore. I wonder if you could furnish for the record at 
this point, still talking about personnel, a personnel table, com- 
parative, for, say, the past 6 years, showing the number of places each 
year, and put that in the record? 

Mr. Funk. That is the total personnel? 

Senator Kirigore. Yes, the total number of places, and any sharp 
increases. And also in that include the total number of authorized 
personnel and the number actually employed. And include in that also 
the estimated need for personnel through fiscal 1952 

Mr. Funk. Yes, sir. 

Senator Kiugore. As against the number authorized in this bill we 
have here, for instance. 

(The information follows:) 


Personnel table, 1945-52, permanent positions 


a —— 











| Authorized Actual 

positions positions 
Se i iniehases ts tuthecltita ltt  tanlinds aN dean Wilk dibity alia hea doth tian inline Dial salsa eatin 2, 459 | 2, 251 
1946___. eat ears told econ do kahit Soe lott ad 2,315 | 2, 295 
TE bb ick dc chs hs a sicl dedaomady Bible didn ped Giidnolssdedulia 2, 170 | 1, 993 
1948... ined aile bei ce eladabie did tae ial dbsdathaacicn adden velit ahéctalcaba 1, 786 | 1, 686 
la A a a a i a cs a eR a ea cai 1, 757 1, 528 
MIS i asec aaah ck in tg ac ecbab anil cht bch eins inabiniseniale taal ibe lena -| 1, 514 | 1, 461 
1951 (estimate). ......... aca a oe eee 1, 469 1, 420 
ML ND GG une. dab cknaiontneccidbusonech dohbtaidbwiiacwabdiiven | 1, 468 1, 468 


| } 
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Senator Kitcore. Now, this year you have available, under the 
existing status of the bill, $5,175,000 for operating expenses, $475,000 
for contingent expenses. Would you estimate there is going to be 
any saving in either one of those? 

Mr. Funk. Oh, yes. 

Senator Kincore: In 1952? 

Mr. Funk. Yes, sir. That is due to the fact that we had put in 
more efficient operations, improved procedures, so that at the begin- 
ning of this year, we were able to get our personnel down to 1,300 
employees. 

Senator Kircorr. You mean the beginning of the calendar year? 

Mr. Funk. The beginning of the calendar year in January. 

: Senator Kingorr. But then you did have, due to this increased 
oad—— 

Mr. Funx. We had to come back up again. 
employees since the Ist of January. 

Senator Kirgore. Do you anticipate there will be any unobligated 
balance in your current fiscal year funds, any of them, at the end of 
the current fiscal year? 

Mr. Funk. Yes, sir. We will have a savings of approximately 
$300,000 in this fiscal year. 

Senator Kingorn. You anticipate an estimated savings of $300,000 
out of your 1951 estimate. Based upon the appropriation for 1951, 
which was $5,175,000, plus a reserve of $25,000 that has been saved, 
you have spent in the current fiscal year, $4,871,000. Using that now 
as a base for 1952, and adding the currency and other printing and 
reproduction costs to that, you get a total of $20,709,134, as against 
$20,500,000 allowed, by the House, total, or a difference of $200,000, 
as against the $600,000 shown in your justification. Now, do you 
have anything to say about that? Because we are going to have to 
answer questions on that. 

Mr. Funk. Those last are savings effected prior to the time the 
defense activities started to really hit us. 

Senator Kitcorr. Could you give us for the record, a little table 
showing the increased volume, if any, effectuated by the build-up of 
the defense? 

Mr. Funk. I believe we can. 

(The table is as follows:) 


We put in about 90 


Comparative statement of volume of paper checks processed during 9-month period 
1950-51, and the continuing increase in volume during 1951, all of which is the 
direct result of the expanded military program 

















Fiscal year 1950 Fiscal year 1951 Variation 
Period ae ae te 5 nan inns | poe — 
| Number Fda | Number} y ‘ 
| of work- | vane a | of work- | Venees o Monthly Daily 
aa) | oe | —— 
se ig Sale as is po sei Nai ani acne ts 
Sily..-... 21| 3,773,833 | 21} 3, 603, 465 —170, 368 —8, 113 
August ie leo peaabone 23 4, 189, 680 | 23 4, 105, 016 —84, 664 —3, 682 
September Be ES | 22 3, 835, 960 21 3, 735, 537 — 100, 423 +3, 521 
October hokmeaniel 21 3, 691, 037 22 4, 140, 320 +449, 283 +12, 433 
I i e cctermcecersicn 22 3, 819, 893 22 4, 161, 754 +341, 861 +15, 539 
SOE. cktacoch causes 22 3, 859, 378 | 21 4, 148, 404 +289, 026 +22, 117 
SORT soo vase iat 22 4, 155, 746 23 4, 922, 898 +767, 152 +25, 142 
PET cosnnnenns 20 3, 480, 194 20 4, 055, 499 +575, 305 +28, 765 
PD Sn ctbinknccimaadinnth 23 4, 021, 805 22 4, 634, 587 +612, 782 +35, 802 








Note.—The projection of the current work volume on checks processed for the defense activities indicates 
budgetary requirements for such services will exceed the funds provided in the original 1952 estimate by 
approximately $300,000, 
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Senator Kitcore. From that could be projected the 1952 proposi- 
tion? 

Mr. Funk. That is right. 

Senator Kiicgore. But, without that, we get just the 1951 picture? 

Mr. Funk. It is a projection of our current costs. Our current 
costs are more comparable to what we expect to accomplish in 1952. 

Senator Kitgore. You see, there is $400,000, in what your estimate 
is here, that on the basis of the figures here would not be projected into 
1952. I think we should show there must be some kind of an escalator 
in expenses there that would entail that $400,000 additional money. 
I am wondering if you could furnish us a month-by-month figure on 
that, to show whether or not your expenses have increased and the 
particular places where they have increased. In “Printing and re- 
production,” you had a cut of $4,831 by the House; was that not right? 

Mr. Funk. That is right. 

Senator Kitcgorr. As to the other printing, which includes your 
forms, and things of that kind, that was the only cut made in “Print- 
ing and reproduction.”’ Now, also, this allocation here under “In- 
crease and decrease’”’ on your table is, of course, your administrative 
allocation of where you need increases or reductions. 

Could you furnish for the record the categories from which your 
estimated $300,000 would come in the way of savings? 

Mr. Funx. The savings? Yes, sir. 

Senator Kitcore. In other words, where you think in 1951 you 
will effectuate that savings. 

Mr. Funk. Yes, sir. 

(The information follows:) 


Statement of monthly obligations for current fiscal year 























re 
Number of | yy | Expenses 
Period | workdays | oe | Salaries | Other than | Total 
involved | &™Ployees | salaries ty 
i ic ak cite dy cide wimeanininds 21 1,349 $342. 876 $29, 119 $371, 995 
August 23 | 1, 339 374, 20s 63, 788 437, 996 
September 21 1, 326 339, 089 42, 898 381, 987 
October aecum 22 1.317 353, 690 32, 657 386, 347 
November.......-.- 22 1, 309 355, 909 33, 655 389, 564 
December... ..-.-- 21 1, 300 335, 135 | 73, 982 409, 117 
1951—January - ....-- ; ie 23 1,315 $72, 603 271 409, 874 
Februmry._-.--.-_-... 20 1,36)| 331,373 B,189| 383. 562 
March 22 1, 386 371, 403 58, 563 | 429, 966 
| 
Nore 1.—Restricted employment on practically all activities during the first half of the fiscal year, some 


of which will apply on a full-year basis, will make possible savings aggregating approximately $300,000 for 
the fiscal year 1951. 


Nore 2.—The increased work volume resulting from expansion of defense activities necessitated active 


recruitment early in the calendar year. 


increase. 


of the operating costs for March 1951, the latest figure available. 


OLD-STYLE BILLS OUTSTANDING 


Senator Kitcore. Are there any further questions? 
Senator Haypren. | would like to ask this question: How much of 
the old large-size bills are still outstanding? 
them? 
Mr. Funk. There are $1,146,000 outstanding of the notes of 1890. 
You are talking about the big ones? 


There is every indication that such wor< volume will continue to 
It is therefore apparent that requirements for the fiscal year !952 will at least exceed the proje:tion 


What is the value of 
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Senator Haypren. The big ones. When Secretary Mellon became 
the Secretary of the Treasury, he reduced the size of the bills. I also 
believe he improved the quality of the paper, did he not? 

Mr. Funx. Oh, yes. 

Senator Hayden. You have a better grade of paper now; that it is 
supposed will not wear out as quickly, and you have bills of smaller 
size. Well, with the reduction of the size, you reduced the amount of 
money that would have to be paid for the specially prepared paper. 
How’ much in value is still out? 

Mr. Funk. This shows $1,146,490 in the Treasury notes of 1890, 
Now, on national-bank notes, this statement shows a total, large and 
small, of $84,941,592. 

Senator Haypen. Altogether, there is how much money? 

Mr. Funk. That woul be $86 million. 

Senator HaypEN. $86 million worth of that old large-size money 
that has never been presented for redemption? 

Mr. Funk. Yes. 

Senator Hayprn. Are they coming in at any appreciable rate now? 

Mr. Funk. Very slowly. I can give you the figures, if you want 
them. 

Senator Haypen. If that is the case, it is to be assumed that bills 
were printed and have been burned or lost or destroyed and will not 
be presented for redemption? 

Mr. Funk. That is right. 

Senator Haypren. But you still have $82 million available in the 
Treasury to redeem them if they show up. 


RUSSIA HOARDED OLD-STYLE CURRENCY 


Senator Kiucore. I am going to ask you to do something along 
that line. Check and see if redemption was accelerated of those big 
bills during World War II. The reason I am asking that question 
is that I discovered in Alaska that the Russian Government had 
hoarded a lot of those big bills, and that currency was being given 
to their officers and men for expense money when they would come 
into Alaska for planes, and it was being used also by Amtorg for the 
purchase of material in this country. I am wondering if a substantial 
part of that hoarded money is not still in the Russian Treasury and 
may not be being used by them, 

Mr. Funk. We can see from our redemption records, our retirement 
records, on that old currency, just what it was. 

Senator Kitcore. Up in Alaska it was flowing in quite fast in 
1943 and 1944, from the Russian officers. They would come over 
with these big bills for their expenses while in Alaska, waiting for 
planes. I know the officers’ mess at Fairbanks and at Nome used 
to get quite a quantity of them. They said there was quite a lot 
of that old money that had been over there. It may have been there 
under the Czars; I do not know. 


CURRENCY REDEMPTION FROM FOREIGN COUNTRIES 


One other question. Is there any way you can determine whether or 
not the redemption of money is coming in from foreign countries? 

Could you give us a statement of how much currency comes in from 
foreign countries for redemption, of the old type? 
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Mr. Funk. That would probably be mixed right in. It would be 
in the San Francisco or New York shipments, mixed right up with 
their normal shipments. 

Senator Kitcore. There would be no way, then, of segregating it? 

Mr. Funk. Not unless we approached New York to give us those 
figures, figures like that, from the Federal Reserve Bank, or the 
Federal Reserve Bank in San Francisco. 


TABLE ON REDEMPTION OF LARGE BILLS 


Senator Kiucore. I wonder if it would be too much trouble to 
find out how much of the large bills have been cleared. 

Mr. Funk. The large bills? We will get a complete picture on that. 

Senator Kitcorr. I would appreciate it if you would do that. 
We will put that in the record. 

Mr. Funk. We will get a complete record for you on that. 

(The information follows:) 


Amount and classes of paper currency, old series, redeemed during fiscal years 1940 
to date, with current outstanding 


| 


























United | Treasury) giver cer- | Gold cer- | Federal — | National- 
States notes of | “tificates tificates Reserve bank bank 
notes 1890 mer ' notes notes notes 
| } ytes 
Fiscal year: | 
1940 $284, 717 $17, 050 $196, 614 | $2, 215,425 | $4,375, 470 $14, 823 |$1, 178, 185 
os 200, 629 1, 900 144, 548 981, 010 2, 482, 070 21,787 | 890, 647 
1942... 187, 173 2, 900 132, 192 1, 267,730 | 3,054, 890 > 580 | 871, 958 
1943___ 158, 210 3, 100 102, 913 668, 450 1, 653, 185 , 382 589, 625 
1944. __. 199, 993 700 85, 426 1, 268, 300 3, 251, 755 5, 108 495, 963 
Brood ts tntieekiere aque 101, 411 4, 210 62, 467 736, 950 2, 041, 570 8, 476 436, 154 
$006.4. 22 hcithe 76, 392 700 48, 604 460, 070 815, 900 | 553 | 281, 635 
Set eécnirdadndens 187, 750 1, 830 145, 813 767, 800 2, 374, 550 13,374 | 608, 450 
BE icanee dinates 193, 396 1, 212 165, 281 1, 081, 860 2, 111, 505 5, 731 | 437, 739 
Pett seckobontsncbeoinine 181, 911 450 195, 261 904, 710 1, 503, 435 5, = Bt 3 365, 970 
Pe ginatcLattnnkh abet 121, 286 355 95, 719 776, 660 1, 231, 450 | 6, 55, 609 
July 1, 1950 through 
Ml eek a ane 73, 481 1 60, 323 663, 745 1, 028, 435 » | 188, 035 
Outstanding Mar. 31, 
Wieasecenatleckidon’ 24, 652, 369 |1, 146, 590 | 30, 304, 665 | 20,937, 504 | 42, 163, 325 (2, 120, 176 pure 489, 919 
1 None, 


Senator Kirirgore. Does a pro else have any other questions? 
Thank you, Mrs. Clark and gentlemen. 
Mrs. Cuark. Thank you, Mr. Chairman. 


Bureau or NARcorics 


STATEMENTS OF GEORGE W. CUNNINGHAM, DEPUTY COMMIS- 
SIONER, AND M. L. HARNEY, ASSISTANT TO THE COMMISSIONER, 
BUREAU OF NARCOTICS 


JUSTIFICATION 


Senator Kitcorr. We will now hear from Mr. Cunningham and 
Mr. Harney of the Bureau of Narcotics. 

We will insert in the record your justification, to start the hearing off. 

(The justification follows:) 
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SALARIES AND EXPENSES 
Standard classification schedule 











Increase De 

Amount (+) or renee 

: : decrease +), bill 

Standard classification —_ a, tad | (—)» 1952 saci 

by House estimate | with esti- 

compared mate 
with 1951 - 
Personal services: 

Total departmental.-......-.......--... $245, 750 $249, 000 $249, 000 TE fn dicdnbiass 
DMEM Fo 2eectekisccacetccceentes 1, 108,450 | 1, 278,550 | 1, 226,850 | +170, 100 —$51, 700 
ES cd Side ee neenen tee annchega cies eke 190, 500 240, 800 220, 800 +50, 300 — 20, 000 
Transportation of things......-....--- secs 5, 100 9, 300 9, 300 MPD 1sbck sk voted 
Communication services .................- 32, 000 32, 000 RE BAN oc eubcintelink octcitow ax 
Rents and utility services-__--.-_....--...--- 3, 300 1, 920 1, 920 +], 380 |...:... Ho ae 
Printing and reproduction..__-.---.....--- 4, 000 11, 000 11, 000 eh. eee 
Other contractual services _............---- 66, 900 71, 000 69, 500 +4, 100 —1, 500 
Supplies and materials --.-......-....-.. nt 53, 000 54, 930 53, 630 +1, 930 —1, 300 
PURE CE PINES «or nen eens cckede cis 120, 000 120, 000 BO Taiiewinc te ew nctoin tine Je Saal 
Se oie dine is oe eer no cUitccenae seed 5, 000 11, 500 11, 000 +6, 500 —500 
Refunds, awards, and indemnities--------- 11, 000 20, 000 20, 000 +9, 000 |.....-.-. ie 
po ee eee 1 1, 845, 000 2, 100, 000 2, 025, 000 +255, 000 —75, 000 





1 Excludes $5,000 reserved under sec. 1214, General Appropriation Act, 1951. 


BUREAU OF NARCOTICS 
SALARIES AND EXPENSES 
(Estimate 1952, $2,100,000; 1951 act, $1,845,000) 
(House hearings, p. 269) 
(Bill p. 6, line 6) 
AMENDMENT REQUESTED 


Page 7, line 2, strike out “$2,025,000” and insert in lieu thereof, “$2,100,000,” 
the estimate. 
HOUSE REPORT 


“The amount included in the bill for this Bureau is $2,025,000 which is an 
increase of $180,000 over the amount appropriated in 1951 less the $5,000 reduc- 
tion under section 1214. 

“The committee has approved the 30 additional officers requested in order to 
enable the Bureau to cope with the increase in the illicit narcotic traffic. This 
increase will bring the force of officers up to 218 which is a smaller force than the 
Bureau had prior to World War II, as the committee believes that the narcotic 
situaiion is just as serious, if not more so, than it was before thé la&t war. 

“The total case load during the fiscal vear 1950 was 23,337 or an increase of 
4,312 cases since 1949. On June 30, 1950, there were 5,766 cases pending for 
investigation or an increase of 2,402 cases since the year before, an increase of 
over 70 percent— an alarming increase. 

“The Commissioner testified during the hearings that there has been a marked 
inerease in drug addiction among young persons in the past few years and that 
this increase could best be demonstrated by the fact that 2 years ago there were 
3 addicts under the age of 21 at the Lexington Hospital, and today there are about 
200 patients under 21 years of age at this hospital. 

“There has been a sharp and sieady rise in the heroin traffic which is a drug 
twice as potent as morphine and preferred by both the addict and the peddler. 
First hand investigations prove that there is a practically unlimited supply of 
heroin available for smuggling from Turkish and other Mediterranean and South 
European poinis, and the illegal drug situation in this country has reached the 
point where the field force in the Bureau of Narcovies should be increased as soon 
as possible. : 

’ “The marijuana situation siill remains bad and although illieit planting in this 
country has praciically been eliminated much smuggling in marijuana still con- 
tinues. 
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The Bureau of Narcotics is also cooperating very closely wi+h the national 
office of Civilian Defense to make sufficient drugs available to the medical pro- 
fession in the target areas in the event of a bombing or other disaster. he 
committee commends the Bureau for this action and urges that these cooperative 
plans be continued.” 

JUSTIFICATION 


The request for an appropriation of $2,100,000 for the Bureau of Narcotics for 
the fiscal year 1952 represents an increase of $255,000 over the amount available 
for the present fiscal year. This increase was requesied for the specific purposes. 
of employing 30 additional enforcement agertis and 14 supporting clerks and the 
necessary operaiing expenses for the additional officers. 

The present field force of 188 agents is approximately 25 percent below the level 
at which this force was maintained during the several years preceding World War 
II. The illicit traffic in narcoiics is as widespread ai the present iime as it was 
prior to the outbreak of World War II and is steadily growing worse. 

During the past year the Bureau of Narcotics presented 6,163 cases to the 

_ Federal courts for prosecution, an increase of 1,183 such cases, or more than 23 
percent over the previous year. As of June 30, 1950, the Bureau had 5,766 
pending investigations representing an increase of more than 70 percent over 
1949. Iam very much alarmed over the spread of drug addiction and the public 
is likewise gravely concerned with this development, as indicated by ever increas- 
ing demands for corrective action from civic organizations throughout the 
country. 

Evidence of increased addiction among young people is reflected in a report 
from the United States Public Health Service Hospital for addicts at Lexington, 
Ky. During the first 6 months of 1946 the median age of those confined in this 
hospital was in the 31 to 40 age group. During the last 6 months of 1950, approxi- 
mately 4 years later, the median age had dropped 10 years; i. e., to the 21 to 30 
age group. The Lexington Hospital further reports that increased addition 
among young people is indicated by the fact that 2 years ago there were only 3 
addicts in the hospital under 21 years of age whereas at the present time there are 
200 in this institution under 21 years of age. This finding on the part of the 
hospital is currently being corroborated in reports from narcotic agents through- 
out the country. 

The mobilization program is bringing additional and special demands from 
military authorities for assistance in coping with narcotic problems associated 
with the drafting of addicts and malingerers pretending to be addicts, as well 
as with the elimination of the illicit narcotic traffic in and around military reserva- 
tions. These requests, which must receive prompt attention, place an additional 
burden on the Bureau of Narcotics at a time. when there is increasing activity in 
every phase of narcotic enforcement work. 

Heroin, the principal drug in the illicit traffic, has appeared in every State 
throughout the country. The increased purity of the heroin now being en- 
countered and the declining prices at which it is being sold indicate that the 
Bureau of Narcotics is unable, with its present number of agents, to cope satis- 
factorily with this illicit traffic. 


EFFECT OF HOUSE REDUCTION 


The House Committee on Appropriations in its report on the Treasury-Post 
Office bill stated, ‘The committee has approved the 30 additional officers requested 
in order to enable the Bureau to cope with the increase in the illicit narcotic 
traffic.’’ However, the committee recommended a reduction of $75,000 in the 
appropriation for the Narcotic Bureau for 1952. While it would be possible to 
employ, as suggested by the committee, 30 additional officers within the amount 
approved by the House, it would be impractical in view of the lack of supporting 
clerical help and sufficient funds for the payment of related expenses. Allowing 
the minimum for supporting clerical personnel, travel, purchase of evidence and 
other miscellaneous expenses, including pay in excess of 52 weeks, automatic 
promotions, ete., the amount approved for the Bureau would permit an increase 
of only 20 of the 30 urgently needed enforcement officers requested. In my 
judgment such a reduction would be disastrous to the Bureau’s efforts to cope 
with the ever increasing drug menace. 

The appropriation of additional funds for the coming fiscal year for the employ- 
ment of 30 additional enforcement agents and the payment of related expenses, 
including the purchase of narcotic drugs as evidence, is in my opinion the most 


81916—51——24 
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effective and economical method of preventing the illicit traffic in narcotics from 
getting entirely out of hand. 


Analysis of appropriation base for fiscal year 1952 


Regular appropriation, 1951 act (less sec. 1214 reduction $5,000)___. $1, 845, 000 
Supplemental appropriation for 1951..............-----...---.-- 

I UID SN i nn ee can neers s nme sande tn 1, 845, 000 
Reductions: Administering and enforcing Federal narcotic and mari- 

ITI or De ees taind os atin ce ole tater an alle wh wn ees wenacaniypenie —1, 644 
PITS IRIN he ee eee gee 1, 8438, 356 
REESE MRS TOE TEED. 5 cannes <arcckeernnersde< ones 2, 100, 000 
Increase over appropriation base for 1952__......._-_--.-.-.-.--- 256, 644 
Increase from total appropriation, 1951_.-.........--.-.-----.--.. +255, 000 


Comparison of appropriation base with appropriation estimate for 1952 
































Appropriation base | Appropriation esti- | Increase (+) or 
for 1952 mate for 1952 decrease (—) 
Bat 2 | | | 
Activity Aver- Aver- A ver- 
age } age | age 
posi- | Amount | posi- | Amount posi- Amount 
tions tions | tions 
1. Administering and enforcing the Fed- | | 
eral narcotic and marihuana laws___- 284 | $1, 790, 991 328 | $2, 046, 780 44 $255, 789 
2. Executive direction ._.............-.--- 7 | 52, 365 7 | 53,990}. 252.5. 855 
Increase over appropriation base-.......-. | 291 | 1,843,356 | 335 | 2, 100, 000 44) 256, 644 
Adjustment in base (net) ._._- i Be ae 1,644 |... eu cepa hee —1, 644 
aug | 
Total, appropriation 1951 and ap- 
propriation estimate for 1952____.-. 291 | 11,845, 000 25 | 2, 100, 000 44 +255, 000 





1 Excludes $5,000 reserved under sec. 1214 of the General Appropriation Act, 1951. 
GENERAL STATEMENT 


The Bureau of Narcotics is charged with the investigation, detection, and 
prevention of violations of the Federal narcotic and marihuana laws, and of the 
Opium Poppy Control Acts and related statutes, including the administration of 
permissive features of the Narcotic Drugs Import and Export Act. The program 
for 1952 anticipates an increase in administering and enforcing the above laws to 
counteract the continued rise in illicit traffic in drugs and narcotics, 


EXPLANATION OF LANGUAGE CHANGES 


Public Law 830, Eighty-first Congress, obviated the necessity for any reference 
to ‘‘personal services in the District of Columbia” and ‘‘printing and binding” in 
the appropriation language. 


EXPLANATION OF ESTIMATES BY ACTIVITY 


1. Administering and enforcing the Federal narcotic and marihuana laws (increase, 
$255,789) 


The activities of the Bureau of Narcotics are steadily increasing due to sub- 
stantial resurgence of the illicit traffic in narcotics. The narcotic situation is 
now as serious, if not more serious, than it was prior to World War II. 

In the three decades prior to World War II, there was a record of slow but 
steady progress against the illicit narcotics traffic. The flow of drugs available 
to traffickers was cut from rivers to small streams and trickles. Prices increased 
enormously. The degree of purity of the drugs declined materially. It is esti- 
mated that in that period the incidence of narcotic addiction was cut to one-third. 
In World War II this favorable trend continued. It was assisted by the shutting 
off of normal routes of supply of narcotics due to disruption of shipping, Although 
Mexico developed as a first rate source and there was tremendous pressure in 
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the way of depredations of our licit stocks, there was a net gain against the 
traffic resulting in the extreme scarcity of narcotics, enforced abstinence on the 
part of many addicts, fantastically high prices, and extreme dilution of narcotic 
drugs. As a result, the field force of the Bureau was allowed to drop from a pre- 
= average of around 250 men to an effective strength of approximately 180 
officers. 

Shortly after the termination of World War II, because of a breakdown of con- 
trols in Peru, there was an alarming flare-up in traffic in cocaine in this country, 
a traffic which had been quiescent for more than 15 years. Strenuous measures 
have contained this, although it is still a problem and a danger. 

More serious from the long range point of view is a sharp and steady rise in 
the heroin traffic. In the past 3 years, heroin has reappeared in practically every 
section of the country. In the past 2 years, there has been a marked increase 
in the supplies available to peddlers on the street. 

In the past 2 years, total arrests and arrests per officer employed has shown 
a very marked increase, One of the most serious developments is the appearance 
of an entirely new crop of heroin addicts recruited principally among hoodlums in 
their late teens and early twenties. Many of these have graduated from the use 
of marihuana to addiction to heroin. The full implications of this development 
can be realized only if it is understood that more than half of the persons who 
become addicted never become cured if narcotics are available; also that narcotic 
addition is in a nature of a contagion which is spread, principally by precept and 
opportunity, from addicted persons to the persons with whom they associate. 

Experience with this new wave of addiction is corroborated by the records of 
the United States Public Health narcotic hospitals where applications for admis- 
sion are high and where the phenomenon of youthful addicts is very apparent. 
A recent survey discloses that the median age of first admission males in 1946 
was in the 31 to 40 age group, whereas in 1950 it is in the 21 to 30 age group, 
drop of 10 years in the age group for first admissions. 

Now the mobilization of a great military force will add many special problems 
to the work, requiring the diversion of much manpower. No compensating factors 
or off-setting features are expected in the present emergency. 

The field force of the Bureau of Narcotics must be brought up to prewar 
strength if the important gains of a generation of law enforcement are not to be 
jeopardized. 

Comparative statement of case load 


Fiscal year 


| ——— ee 
\ 1947 | 1948 | 1949 | 1950 

































































Cases pending for investigation at beginning of fiscal year-_-.-.........-- 5,217 | 4,802 | 3,875 3, 364 
Capes Senel Ved Ser MinWestiathee is oo on on cece cee citncccwnccneccscesss 14, 965 | 16,036 | 15,150 | 19,973 
Nr a tear he | 20, 182 | 20, 838 | 23, 337 

} ——_—__ 

Coa SRI Or INITIO, oso oni nescence ncaa ess sccces | 3,367] 3,472 4, 980 6, 163 
Cases completed.showing no violation...........................---..-- | 12,013 | 13,491 | 10, 681 11, 408 
Total cases completed... ...... picineeieitatipihllndi ate eee ..-| 15,380 | 16,963 | 15, 661 17,! 71 
Cases pending for investigation at close of fiscal year. .................- 4,802 | 3,875 | 3,364 “3.3 | 6 5, 766 


Comparative statement of cases completed for prosecution 











Registered persons | Unregistered persons Total persons . 
Fiscal year EE ee ae et ee —— 
Narcotics | Marihuana} Narcotics Marihuana| Narcotics Marihuana| 

ae eee  pepnapeanagtqpennegnegunuen | seupeneatsiatanienpymaeiel — 

Wctstesctennns ee 1, 792 849 2, 095 849 2, 944 
WO ssecitnendced SE Ninied<iteebing 2, 064 970 2, 397 970 3, 367 
Be atieccetiabeeind TE: lennesestinnon 2, 003 985 2, 487 985 3,472 
tis iietanca ecteseiont: 345 1 3, 048 1, 586 3, 393 1, 587 4, 980 
4, 103 1, 752 4, 411 1, 752 16, 163 


1 Average number violations reported per agent—37.8, 
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Convictions 
Registered U tered | 
egistere Tnregistere . 
persons persons Total persons oe 
Fiscal year Grand | "eS | Fines | Vehicles 
. | total | posed imposed | seized 
Nar- | Mari- | Nar- | Mari- | Nar- | Mari- Se | 
cotics | huana | coties | huana | cotics huana | | years | 
| | | i | | 
_—§$ ————_— | _—|qj]—e|]—|—_—_ qx 
e250 & + go ee | aor2| sz | 1,162 | 571 | 1,732 | 2,965 | $75,104 | 126 
a cae loci | 1516| 727| 1,581] 727| 2308| 3,796 | 117,232,| 144 
Weiss cute BR ixsscieet | 1,486 | 1, 560 7A0 2, 300° | 3, 404 74, 634 159 
tit cndtecem 76 1 | 2, O87 i 1, 070 2, 163 1,071 3, 234 4, 107 58, 692 241 
ete siddiendeaen eB pksecnaitie’ 3,178 | 1,283 3, 247 1, 283 | 14,530 | 6,008 168, 114 287 
| | | | | | | | 











1 Average number convictions secured per agent, 27.7. 


Number of seizures and purchases, fiscal years 1946 through 1950 





| | 
| Internal traffic | Portsand borders | Total 








| | 

Narcotic /Marihuana | Narcotic {Marihuana | Narcotic |Marihuana | Total 
| bi 

i 


2,519 | 1, 589 4, 108 











Be 











ef 
| | 
So aneenee 1, 998 1, 220 | 521 | 369 | 
Pe does cies Lue 1, 548 1,111 | 575 587 | 2, 123 1, 698 3, 821 
ee 1, 538 | 1, 237 | 694 605 | 2, 232 1, 842 4, 074 
EEE 2, 042 1, 772 724 591 | 2, 766 2, 363 5, 129° 
cc wie kealeaiee 2, 664 | 2,.151 | 510 494 3, 174 2, 645 5, 819° 
| 
Summary by object class of activity 1 
: ; : Appropria- Estimate 
Object classification tion base, 1952 1952 Increase 
Personal services.................. i a aa i a a ee i $1, 303, 335 $1, 475, 830 1 $172, 495. 
I Pia ie 28 a Sak os bb dhapadesudeacantnease 189, 500 239, 800 2 50, 300+ 
 ONIEIEE OF GUO. 6. Ai i nntdncudnescucvecesebent 5, 100 | 9, 300 4, 200 
Communication services ___.-- igs eniaias eee hig idaicladseabanion 32, 000 Pe Ln ckuachwinnien 
see Gams 1, 920 | I ae ee 
nd | cle umsuacnanciinahs ess was 4, 000 11, 000 7, 
ee en ee as ekawadwecsuwne 66, 900 71, 000 4, 100 
rete IIIB iS od nn le docec mim accokas .| 52, 236 54, 430 2, 194 
Purchase of evidence... _____- Struts. dtc. Seabaccnonuseucie 120, 000 SAN FS vkcstencte eens 
Equipment._____- ILO ED EL CI a Ee ae eae 5, 000 11, 500 6, 500 
Refunds, awards, and indemnities_._..............._. maha | 11, 000 20, 000 9, 000 
1 ae i |e | 
IIe oan Luvengdlndaboaiteibaswmwab 1, 790, 991 2, 046, 780 255, 789 








1 The increase for personal services in the amount of $172,495 will provide for: 


30 additional officers GS-7 at $3,825 per annum_._._............- PO NET et ited was ed _. $114, 750 
14 additional derks GS-3 at $2,650 per annum... __..--.-.--- 22.22... ees - eee 37, 100 
Periodic within-grade Promiotions and projections....... see.) (15, 345 





een nn wawuieemanernahamen aie net alakiws 5, 300 

? The increase of $50,300 for traveling expenses is necessary to permit enforcement operations to be main- 

tained on a full-time travel basis for the entire year, as well as the traveling expenses for the 30 additional 
agents. 


The present force is inadequate to effectively cope with the increase in the 
illicit narcotic traffic. The additional 30 officers will bring our toial personnel of 
officers up to 218. With a force of 250 men prior to World War II the Bureau 
was able to contain the traffic in narcotics. With all indications pointing toward 
a steady increase in the illicit traffic, our force must be brought to prewar level 
at the earliest possible time if we are to control the traffic. In addition in many 
judicial districts, the judges and district attorneys complain of the need for a 
narcotic agent to handle problems seasonably. Also, an increase in the Armed 
Forces as presently indicated will mean an additional burden since the Bureau 
will be called upon for assistance around the camps in connection with investiga- 
tions of the narcotic traffic in those areas. The additional clerks are needed to 
reduce the clerical work of the officers. Many of them now do all their own typing, 
record keeping, and all of the elerical work relating to the work in their particular 
office. This is especially true of branch offices where only one or two agents are 
assigned. The additional clerks will alleviate the situation and should reduce the: 
overtime work of the officers to some extent. 
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2. Executive direction (increase, $855) 

This activity covers the salaries and expenses of the offices of the Commissioner, 
Deputy Commissioner, and Assistant to the Commissioner in the over-all manage- 
ment and direction of the Bureau. 

The increase in personal services represents periodic promotions for five em- 


ployees totaling $655 and 1 day’s pay in excess of the 52-week base amounting 
to $200. 


Summary by object class of activity 2 














. : Appropria- Estimate : 
Object classification : : ‘ Increase 
i ition base, 1952} 1952 e 
| 

a Tce ashlee _ 
TN cack iendnck sae Dibiddkenesneetakuction« $50, 865 $51, 720 $855 
Travel expenses. _. Go dake aha Neen a nscale nd udbiiintaaee 1, 000 | BE heaeic as ae 
Se Io oc cc cdcnccdabecdasetiasdimecncaeae 500 500 | aed « 
I es tv ed 52, 365 | 53, 220 855 


Senator Kiitgorr. Do you have a prepared statement, Mr. 
Cunningham? 

Mr. CunninGHam. NO, sir. 

Senator Kiicore. All right. Will you just proceed and tell us 
what you want to tell us? As I understand it, you have just one 
cut from the budget estimate; is that right? 

Mr. Cunninauam. The House reduced it $75,000. 

Senator Kitcorre. And you are seeking to have that restored; is 
that right? 

Mr. CuNNINGHAM. Yes, sir. 

Senator Kiigore. All right. I wish you would go ahead with 
that now. 

INCREASE IN OPIUM ADDICTION 


Mr. CunnrneHam. Mr. Chairman, at the outset, let me suggest 
that the Commissioner of Narcotics, who is the American representa- 
tive on the Commission for Narcotic Drugs to the United Nations, 
is attending those sessions at the present time, and for that reason 
he could not be here. They are discussing the proposition of reduc- 
ing the growth of poppies throughout the opium-producing countries 
to a minimum necessary for medicinal needs. 

In spite of the fact that we arrested sixty-one-hundred-odd people 
last year, we have continued to lose some ground. In addition to 
that, there has been an increase in addiction. 

Senator Kitcore. I want to interrupt with a question. Do you 
not find that your increase is going into a lower-age bracket? 

Mr. CunninGHam. That is what I am about to go into, sir. The 
addiction is in a lower-age bracket. The best evidence of that is 
that in 1946, the Public Health Service hospital at Lexington, Ky., 
in which are incarcerated all Federal prisoners who are addicted to 
narcotic drugs, had 3 inmates under 21; in 1950, they processed 760. 

Senator Kitcore. What was their total population in 2 years? 

Mr. CunnincHam. Their total population for the past 2 years has 
been approximately 1,500. 

Senator Kincors. So that it has gone from three to almost half 
of their total population? 

Mr. CuNNINGHAM. Yes; that is the turn-over, Mr. Chairman. 
They had at one time in the institution in the early part of 1950, 240 
under 21—at that one time. 
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The median age limit in the first 6 months of 1946—I am speaking 
now of Lexington—was 37) years. In the same period in 1950, 
which is 4 years later, it had dropped 10 years, to 26.7. I have that 
report from the medical officer in charge of the hospital at Lexington, 
and if the committee desires, it can become part of the record. 

Senator Kincorr. I would like to have it placed in the record. 

(The material follows :) 


Comparative ages on admission, first 6 months of 1946 versus last 6 months of 1950, 
U. 8. Public Health Service hospital, Lexington, Ky. 














































































































i citinaitnspeisntnc teenie Male 
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eh FE acta ciadlat eeeteteatiaabiinien 35 | 42 84 | 29 18 30 45 | 32 
Oh BPO civiectenticnvione 22 26 67 23 28 47 46 33 
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TRAFFIC IN HEROIN 
® 


Mr. CunnincHam. There has been an increase in the country in 
heroin, which is the chief drug used in the illicit traffic. 

Senator Ecron. Is that derived from the poppy, Mr. Cunningham? 

Mr. CunninaHam. Yes; the opium poppy is the chief source from 
which morphine is made, and from that heroin is made. You gentle- 
men would like to see this. This is a little over half an ounce of 
heroin. In Italy or Turkey that would cost approximately $10 or $12. 
It would be sold in this country to what we call a wholesale dealer, 
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not a man who peddles to the addicts, and would bring probably $200 
to $250. 

Senator Krtcore. You mean a legal sale? 

Mr. Cunninauam. No, there is no legal sale of heroin. 

Senator Ecron. What would be the normal dosage? 

Mr. Cunnineuam. About 1,600 or 1,800 in this package. 

Senator Kitcore. Is it not a fact that heroin is really good for 
nothing? 

Mr. Cunninauam. Well, the only thing that doctors ever said it 
was good for was to be mixed in cough syrups, but the damage that 
results from the abusive use of it is much greater than the benefits 
derived. 

Senator Kiutgorr. There are uses to which morphine and cocaine 
can be put? 

Mr. Cunninauam. Morphine, of course, is an analgesic used to 
relieve pain, and cocaine is a local anesthetic. Heroin has never been 
used for that. Now the doctors are using a synthetic called novo- 
caine, which does not have the bad side effects which cocaine does. 

Senator Krucore. In the case of a man who has had a very heavy 
shot of morphine, can he offset that with heroin or cocaine? 

Mr. CunninGcHamM. No, sir. Because you have a similar drug with 
heroin. Now, cocaine and morphine are opposite in effect. 

Senator Kincore. Then the use of cocaine would tend to snap him 
out of it? Is that right? 

Mr. CunnincHam. That is exactly right. 

Senator Kincore. That is what I thought my doctor told me one 
time. 

Mr. CunnincHam. That is right. But heroin and morphine are 
both derived from opium. You have morphine hydrochloride and 
morphine sulfate, which means that the alkaloid morphine has been 
treated with sulfuric or hydrochloric acid, as the case may be. Heroin 
is the underworld drug today. 

I thought you gentlemen might wonder why more is not caught 
through Customs. You could put a couple of those little packages 
in the shoulder pad of your coat and come off the boat easily. 

That would bring, in the traffic today, when you dilute it 50 percent, 
anywhere from $2,000 to $3,000. It just depends on what part of the 
country you are in and whether the shortage in that country is great, 
or whether it is plentiful, and the law of supply and demand would 
work. Heroin has showed up in all the States of the Union. 


SOURCE OF HEROIN 


Senator Ecron. Where does it usually come from? 

Mr. Cunnincuam. This heroin, here, Senator, is, we believe, mostly 
made in Italy and Turkey. 

Senator Kitrgorre. Why do they make it? 

Mr. Cunnineuam. They use heroin over there, the medical people 
do; and in the last year, under the agreements, the treaty agreements, 
with the World Health Organization, they filed a statement they were 
making 190 kilos of heroin a year for medicinal uses. States com- 
parable to that, France for instance, use about 20 kilos with the same 
population, Switzerland 5 or 6, not over 10, and Austria the same 
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amount. In cooperation with the Italian Government last year we 
sent two agents to Italy. Asa result of this, there were some 10 or 15 
people arrested, some rather prominent people, who were engaged in 
the legitimate manufacture of heroin in Italy, but was being diverted. 
This country and Canada were getting that diversion. Some of it 
comes in from Turkey. 

Mind you, these are clandestine factories. in. Turkey. Those in 
Italy were legitimate factories, and the heroin was being diverted. 
For instance, these agents of ours, in cooperation with some of the 
Army, I think, arranged for a $35,000 buy of heroin. But fortunately 
none of the money was lost. 

I believe there were 10 people arrested, were there not Mr. Harney? 

Mr. Harney. That was in the principal case. The total runs to 
25 or so. 

Senator Ecron. Is Italy producing more than she needs? 

Mr. CunnrncHam. Unquestionably. 

Senator Ecron. Or more than she uses? 

Mr. CunnincHaM. Unquestionably. They have agreed to cut 
it to 50 kilos. The Commissioner is at the United Nations now and 
is going to insist they cut it to 20. As to whether they are going to do 
that or not, that is a matter of argument. We have some information 
there may be some clandestine factories in certain parts of Fraace, 
which we are going to look into in cooperation with the French 
Government. 

Senator HaypEen. The source is the poppy? 

Mr. Cunnrncuam. That is right, sir. 

Senator HaypEen. The poppy is grown in Italy? 


LARGE AMOUNT OF OPIUM IN COMMUNIST CHINA 


Mr. Cunnineuam. No, sir; most of the poppies are grown in the 
Middle East, Turkey, Iran, and Yugoslavia. The other poppy-pro- 
ducing countries are in the Far East, India, Thailand, those places 
over there. China produces a lot of opium. Incidentally, I might 
say to you gentlemen that there are 500,000 pounds of opium running 
loose some place in Communist China today. Last year they at- 
tempted to sell some of it here, legitimately, on permit, and we looked 
into it and found that an American over there running a textile mill 
which had been taken over by the Communists, and he wanted to 
swap it for cotton. We didn’t’ issue any permit. 

As a matter of fact, there has never been any permit issued for any 
Chinese opium to be admitted into the United States. We are now 
trying to find out where that opium is in China. It is definitely in 
Communist China. The consular service, the State Department, are 
helping us. I do not know whether it will do any good or not, unless 
we can show that at one time or other it was diverted from one of the 
opium-producing countries in the Middle East. 

Senator Kitcore. Was it not in that part of China that the Com- 
munists were strong? 

Were they not the opium-producing provinces, the poppy-growing 
provinces? 

Mr. CunninGHam. That is correct, sir. 

Senator Haypen. My understanding, if I may interrupt you, is 
that the Chinese Government, the old Chinese Government, before 
the trouble came, were cooperating in reducing the poppy production. 
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Mr. Cunnineuam. Yes. It was their policy to cut it down, but not 
interfere with the old opium smokers. They passed a law, I think, 
with the death penalty, for new ones. 


JAPAN ENCOURAGED OPIUM PRODUCTION IN CHINA 


Senator Haypren. And then along came the Japanese and their 
invasion, and they just opened it wide, and they got everybody to 
plant poppies that they possibly could, because they could make 
money out of it. They did not care anything about the health or the 
welfare of the Chinese people. They just wanted to make money out 
of the poppy business. And they didit. That is where the thing got 
the big start. 

Mr. Cunnincuam. That is where it got the start. That is exactly 
right. 

Mr. Harney has some figures. I think the Japanese over there in 
one year manufactured enough heroin to provide for the medicinal 
needs of the world for years. And undoubtedly they did it for the 
purpose of enslaving the Chinese people. 

Senator Ecron. Can it be made synthetically? 

Mr. CunninGHAM. No, sir. 

Senator Kincore. How do they use heroin? 

Mr. CunninGHAM. With a hypodermic needle. Sometimes in the 
old days they used to sniff it, but it is so costly now and so much is 
wasted that way, they take some heroin in a spoon, mix it in a little 
water and light a match under it, put it in a hypodermie and inject 
it into the bloodstream. They inject it into the bloodstream, where 
they get a quicker effect out of it. Today, a heroin addict, to keep 
himself comfortable, will have to use from $6 to $15 worth daily. 
You can understand why he does not want to waste any of it. 

Senator Kitcorer. That much a day? 

Mr. CunninaHuam. Yes. Pure heroin will bring $5 to $10 a grain. 
And an addict, if he could get it, would use 8 or 10 grains a day. 

Now, the smuggling of this drug has become personalized. 

You must realize that an ounce, which we buy to use as evidence, 
brings anywhere from $400 to $600. 

Senator Kitgore. For a pack that size? 

Mr. CunnincHam. Just double that. And you can realize that 
a seaman could put that around his belt, and it would take the Army 
to search all the seamen that come off the ships four or five times 
and from one port to another. 

Senator Kincore. I want to ask you a question. What seems to 
be the principal port of entry now? 

Mr. CunninGHAM. New York. 

Senator Kiitgorer. That is the point I was getting at. Do you 
think that free port zone that we have on Long Island is accentuating 
it any? 

HEROIN SMUGGLING BY SEAMEN 


Mr. Cunnineuam. No, sir. I say New York, because most of the 
ships lands in New York; therefore, most of the seamen get off in 
New York. It would be anybody’s guess as to how much comes in 
in freight. But the greater part is coming in on the person of seamen. 

When you realize that a seaman can buy an ounce for $25 in Italy, 
and 10 of those little packages could be taped around his body, for 
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which he would get $2,500 here, paying $250 there, you can see that 
he has made a profitable trip. 

Years ago it came in by the trunkful. That was about the time 
Senator Hayden was talking about the Japanese starting this business 
over in Manchuria. That dropped off when the Japs came back out 
of there. The dealers here became afraid to invest $150,000 at a 
time over there so they turned back to Europe. Then Hitler started 
war in Europe, and that started the clandestine factories over there 
on the down grade, which decreased the amount of heroin coming in 
this country. 


OPIUM AND MARIJUANA SMUGGLING FROM MEXICO 


Senator Kircore. Did you have much trouble with smuggling of 
opium? 

Mr. CunnincHam. Very little, except from Mexico. They have 
grown a lot of poppies in Mexico, and during the war, I might say, that 
country was our chief source of illicit narcotics. The Mexican Govern- 
ment has cooperated with us. When you realize the hilly country they 
have around there, you can understand that it is rather hard to police. 
They fly over it in planes, and they have done the best they could. 

We are still bothered with Mexico with reference to marijuana. I 
would say that 75 percent, if I might offer a guess, would be about the 
amount of marijuana that comes in from Mexico. 

Senator Kitcore. Why is that? 

Mr. CunninGHAM. It 1s better and stronger. 

Senator Kitgorr. Now, I have seen it down in New Orleans, gone 
out in the street there and seen the whole street lined with marijuana, 
People did not know what it was. It was growing as a weed. 

Mr. CunnincHam. That is right. It is just a wild plant. 

Senator Kitcorr. And I know in West Virginia we found it planted 
in corn fields. 

Mr. CunninGuHaM. Right. We have tried to destroy all of it in this 
country with an educational campaign. Of course, it is a commercial 
crop in Kentucky. 

Senator Kintcore. Is that not what tincture of cannabis is made 
from? 

Mr. CunNINGHAM. It is the active principle. 

Senator Kitcore. And that is a legitimate product. 

Mr. CunninGHAM. That can be sold now, provided the seller is 
registered. 

Senator Kircore. That is what I mean. 

Mr. CunnineHam. They used it mostly to serve as a coloring agent. 
When they had the hearings before the committee, they said the chief 
use of it was to turn the corn medicine green. And even the drug 
manufacturers were anxious to get rid of cannabis. 

We still have trouble with marihuana. When you realize the length 
of the border, with that little stream of water across there, it is clear 
that many can wade across. So many of them do that they call them 
wetbacks. You understand the difficulty. 

Senator HaypEN. What you want from this committee is the $75,000 
restored? 

Mr. CunnInGHAM. Well, sir, we would like to have it very much. 
It means, as it is, we will lose 10 agents. You can’t figure the loss of 
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those 10 men lightly, when you consider, for instance, an agent in 
your State, West Virginia, is the spearhead of narcotic enforcement. 

e goes out and visits the sheriffs and the police. His work is highly 
specialized. If he wasn’t there, you know what would happen. He 
keeps them interested, and calls on them and enlists their cooperation. 
The same condition is true in other States. 


BUDGET REDUCTIONS BY BUREAU OF THE BUDGET AND BY HOUSE 


Senator Haypen. Let me ask you one question. Did the budget 
allow you all the money you asked for, for this service? 

Mr. CunninaHam. No, sir. 

Senator HaypEN. How much did the budget cut you? 

Mr. CunnINGHAM. $400,000. 

Senator HaypEN. You asked the budget for $400,000 more than 
you got? 

Mr. CuNNINGHAM. Yes, sir. 


TOTAL AGENTS AND OTHER PERSONNEL 


Senator Kircore. Now, how many agents do you have? 

Mr. CunninGHam. We have 188 average positions. 

Senator Kirgorre. What administrative personnel do you have in 
addition to that? 

Mr. CunnincHam. We have, in the Bureau proper, in Washington, 
59 people. 

Senator Kiircore. Do you not maintain a laboratory? 

Mr. CunninGHaM. We use the Alcohol Tax Laboratory. 

Senator Kincorn. You have to reimburse them for the services? 

Mr. CunnincHAmM. We have to reimburse them for the materials, 
and of course we have to reimburse them when they attend court to 
testify in our cases. 


AMOUNT FOR DRUG PURCHASES FOR EVIDENCE 


Senator Kitgore. Of the amount allowed by the budget, how much 
was for money to use in the purchase? 

Mr. CuNnNINGHAM. $120,000. We asked for $250,000. 

Senator Kircore. How much would that purchase? 

Mr. Cunnineuam. Well, Mr. Chairman, you should figure this: 
As I say, in New York, this package of heroin would cost an agent 
two to four hundred dollars. In Seattle, it would cost twice that 
much. It all depends on where you are. We bought $15,000 worth 
of heroin up in New York in November. That was 36 ounces, I believe. 

Senator Kitcore. In other words, you cannot go out and just buy 
a shot from somebody? 

Mr. Cunnincuam. Anybody that says you can just walk out on the 
street and buy drugs, just does not know the facts. It is a difficult 
proposition, and you have to infiltrate into these people. It takes 
time, and it takes effort, and it takes ability, and it takes money. 

Senator Kitcorre. That is what I mean. You have to make a 
sizable purchase. 

Mr. Cunnincuam. That is right. Mr. Harney had one in New 
York for $25,000. Those are big dealers, and those are the ones we 
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have to go after, because of our shortage of money and agents. We 
have tried to let the local police go after the smaller violators. 

Senator Kincore. Your local police are normally not adapted to 
that kind of work? 

Mr. Cunnrnenam. No, sir; it is so highly specialized, Mr. Chairman. 
And when we employ an agent, it usually takes 10 or 12 months to 
train him properly. These agents associate with violators and go out 
with them. In the case of this agent in New York, they took him 
all over the city, to night clubs, to see if anybody in the underworld 
knew him. You can appreciate the position of that agent. 


DRUG USE IN WASHINGTON, D. C., AREA 


Senator Kricore. Have you had any reports on the Washington 
area? 

Mr. CunnrncHam. The amount of drugs here? 

Senator Kincore. Yes. Have you been able to put your fingers 
on these people putting it out to the school kids? 

Mr. Cunnineuam. You say “school kids,’’ Mr. Chairman. I 
think that is the exception. 

Senator Kinrgors. I am getting reports that there are high-school 
addicts here. Did you not have a case in Baltimore of some high- 
school girls, girls just in the teen-age group? 

Mr. CunNINGHAM. There were two or three, yes, but those are 
the exceptions. Most of those people are just little hoodlums to 
start with. It is just a wave of juvenile delinquency. 

Senator Kitrcorre. Now, how about the smokes? 

Mr. CunninGHam. Marijuana? Well, there is a great deal of that 
going on, and we find from our records that quite a number say 
they started on marijuana and graduated to heroin. That is the 
younger people. We find that to be true. They may be of school age, 
and yet, actually not going to school. 

Senator Kirgorr. Down in Charleston a check was made on some 
lunch stands, and in one case after a lunch hour the investigator picked 
up 25 butts of marijuana cigarettes. 

Mr. CunnincHam. We may have had some complaint to that effect 
and sent it down to our agent to investigate. 

Senator Krcorer. But he made the investigation. 

Mr. Cunnincuam. I mean it might have come in the Bureau. 

Senator Kitcore. No, we sent the man there to check on that. 


CASE LOAD 


Mr. Cunnineuam. Our case load right now is practically the same 
as it was July 1, in spite of having arrested, in the last 9 months, 
3,800 people. 

Senator Kircorr. The amount the budget refused to approve 
What was that principally? ~ 

Mr. CunnincHam. That would have given us 250 agents, which we 
had when conditions were approximately what they are now, before 
the last World War, plus $250,000 for the purchase of evidence, plus 
operating money. There i is no use in giving us a boat without oars. 

Senator HaypEN. When was this cut made? You had a very sub 
stantial organization at one time. 














TREASURY AND POST OFFICE APPROPRIATIONS, 1952 379 


Mr. CunninGHAM. The cut started, Senator Hayden, about the 
time of the trouble you referred to in Manchuria; about 1937 or ’38. 

Senator Haypen. What was the maximum amount of money you 
ever had appropriated in any one year? 

Mr. Cunnincuam. We have had no more money than we have now. 
We had the same appropriation for years, about a million and a half 
dollars. I can tell you when those cuts started. 


DROP IN NUMBER OF AGENTS 


In 1930, we had 280 agents, and it dropped to 269, went to 270, 
down to 257, 249, and you get up to 1937, when this trouble you are 
talking about in Manchuria came, which cut off a large supply of 
heroin coming to this country. Mr. Harney knows all about those 
cases. We than dropped to 234 agents, and have continued to de- 
crease. 

When the European war started, that cut off some of the supplies 
in Europe. When the United States got into the war, it cut off all 
the supplies coming out. Then our primary source was Mexico, 
plus diversions from legitimate supplies in the United States. 

Senator Kitgorre. On the importation, the Customs officials co- 
operate with your agency at the ports? 

Mr. CunNINGHAM. Yes. 

Senator Kincore. And in searching the boats and everything else? 

Mr. CunnincHam. That is exactly right. 

Senator Kincore. So they are also a very necessary cog. They 
must have an efficient organization in order to help you. 

Mr. CunnrnGHAM. Exactly right. There is no doubt about it. 
Our forces continued to decrease to where we had 177 agents last 
year. 

Senator Kitcorer. Could you submit that list you have there, or a 
copy of it, and parallel it with the total appropriation for each one 
of those years? 

Mr. CuNNINGHAM. Yes, sir. 

Senator Kirgore. And the number of agents you had? 

Mr. CunntncHaM. And the amount of money each year? 

Senator Krigore. And the amount of money each year, for pur- 
poses of comparison. And if you could break that money down into 
two items, operating expenses and purchase money, I wish you would 
do that. 

Mr. CunntnGHAm. I can do that. 

(The information follows:) 
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Comparative statement appropriations and personnel 












































| Number of personnel 
: Field | 
Fiscal year | Appropria- Depart- 
tion | Total 
mental | empl 
District employ- | °™Ploy- 
| super- Agents Clerks oa | @ 
visors 
$1, 611, 260 15 266 50 91 422 
1, 712, 998 | 15 256 52 104 | 427 
1, 708, 528 | 15 7 50 104 | 426 
1, 525, 000 15 245 50 101 411 
1, 400, 000 15 238 44 96 393 
1, 244, 899 15 249 46 93 403 
249, 47 15 241 44 91 391 
275, 000 15 222 43 87 367 
, 267, 600 15 216 42 87 360 
, 267, 600 15 216 483 87 361 
, 306, 700 15 217 45 85 362° 
308, 869 15 220 46 86 367 
, 278, 475 15 212 44 78 349 
315, 560 15 192 43 72 322 
327, 000 15 174 43 66 298 
338, 467 15 176 45 67 303. 
397, 000 15 175 45 66 301 
300, 000 15 165 45 68 293 
, 430, 000 15 160 44 63 282 
542, 270 15 170 44 60 289 
647,000 | 15 162 44 59 280 
850, 000 15 173 45 60 293. 
1 $400,000 reserve made by Bureau of the Budget. 
TABLE II 
Expenditures for purchase of evidence 
EE, Gd cate Mawwtnusetedne BeOS EE ieee daco.cs cuckowsacn $50, 554 
On nana ia ed I a ae a a 38, 442 
NE ee ere nes _ 8) oy YSU aac sg ie 29, 792 
Ree te oo. de SUS Bh Bere eee a. ek UC ick Si 40, 723 
aa ee ee ag et a eee Ce 42,515 
Sass Bethe at te ee en ag ahhh dus an cep icebite 21, 827 
i ak ns a a os se oc ck ms tlc a 24, 805 
DE ah cs cites ce siresoreetn eg co tinal se oe ee ats eS ar 32, 665 
| aE od A Poe i Be) A Pe ee eae 67, 700 
Si a oc Sa ts 78, 272} 1951 (through March 1951).. 88, 820 
BES Fs a cise <oesteeundawnd 66, 190 
Comparative statement of cases completed for prosecution 
Registered persons Unregistered persons Total persons 
Nie iia siti scllal scethas ices attest hal Grand 
Fiscal year ] total 
Narcotics | Marihuana Narcotics | Marihuana! Narcotics | Marihuana 
ee a mae ee, 1, 792 849 2, 095 849 2, 944 
ii dGawkseu MF a Saiceouaate 2, 064 970 2, 397 970 | 3, 367 
Ee __ RE Sy ee 2, 003 985 2, 487 985 3, 472 
ESE Gees 345 1 3, 048 1, 586 3, 393 1, 587 4, 980 
ihn a ae Se Wada bnkakuwe 4, 103 1, 752 4,411 1, 752 16, 163 
BE stn ccicadiniie Se i nneca tice 2, 585 916 2, 792 916 3, 708. 





1 Average number violations reported per agent, 37.8. 
2 Through Mar. 31, 1951. 
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Convictions 
Registered persons | Unregistered persons Total persons 
Fiscal year ra Use ger e. oF yim 
Narcotics | Marihuana| Narcotics | Marihuana | Narcotics | Marihuana 
he ig ee Reon ita eccenas 1, 072 | 571 | 1, 162 571 1, 732 
SM fit. ot cccct 1, 516 | 727 1) 581 | 727 2) 308 
EE ee Ti i aac 1, 486 740 1, 560 740 2, 300 
Bien nb twtubinninn 76 1 2, 087 1, 070 2, 162 | 1,071 3, 234 
1950. ..... cuisnes Gi cn iesouus 3, 178 1, 283 3, 247 | 1, 283 1 4, 530 
ail Sd Ercan | 2, 108 700 2) 140 | 700 2, 840 
| | | 
Sentences | ; eas 
7 ‘ | Fines Vehicles 
Fiscal year | — | imposed seized 
od nh ar — 
Stl latent hatte sciatic odund- ech oath iemdinns maeicin emia abaeie en enine 2, 965 $75, 104 126 
Patan aenthtnctioushan di cddetekd Muda bent bobbadumcdwubiinaaanyees | 3, 796 117, 232 144 
SE a rh ce vedi cies: Huhibamanelcenné ee eebin all Mieka meine Dbtdeetiehiis elias 3, 404 74, 654 159 
isis invasion cheat eitlieki vient ics tn Hn da ih epteraieep lia ticles estan tate ac ectaipaieditd 4, 107 58, 692 241 
is edh dels Ustowchbbdidddavidanigue Meadene dabtnitbnohadadinlite chunds | 6, 008 | 168, 114 | 287 
oso edhe aise biab he noe seceeh suck diserieaivnbnacsiauubsieosad 2, 566 | 45, 533 | 32246 
| 
1 Average number convictions secured per agent, 27.7. 
3 Through March 1951. 
* Through December 1950. 
Number of seizures and purchases, fiscal years 1946 through 1950 
Internal traffic Ports and borders Total 
— - Total 
Narcotic | Marihuana; Narcotic | Marituana Narcotic Marihuana | 
Pe nkwedenae ‘ 1, 998 1, 220 521 369 2, 519 | 1, 589 | 4, 108 
ed cc cde ti iain ale 1, 548 1,111 575 587 2, 123 1, 698 3, 821 
aula inci 1, 538 1, 237 604 605 2, 232 1, 842 4,074 
te kcote ot 2,042 1,772 724 591 2, 766 2 363 | 5, 129 
ed aie peso nicidediicaes 2, 664 2, 151 510 404 3,174 2, 645 | 5, 819 
are 1, 383 738 209 | 252 | 1, 592 | 990 2) 582 





| 
| 


1 Through December 1950. 


Mr. CunnincHaM. Let me offer you this suggestion: That we didn’t 
use so much money for purchasiag of evidence before the Supreme 
Court tightened up these search and seizure laws. We attempted with 
the means at hand to raid a man’s place and find him with narcotics 
and prosecute him. We might do that in an opium smoking place 
where somebody would smell it, but tke Supreme Court frowned on 
that. You understand about those decisions. So we have to make 
purchases. And it may be the cheapest way after all. 

Senator Kitcore. Well, otherwise the Constitution would have to 
be amended. 

Mr. CuNNINGHAM. So the Supreme Court says 

Senator Haypen. In dollars and cents, the force that you had back 
there when you were at a maximum did not receive the salaries that 
are being paid today, and it did not cost as much to operate. In 
dollars, aw would your appropriation stand today as compared to 


what it was? 

Mr. CunnincHam. I would say today our appropriation is $1,- 
850,000 for this year. We have been running around a million and 
a half dollars. 
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Senator Kitcorre. But you have had a constantly increasing cost 
per agent beginning back in, say, 1939, or along there. 

Mr. Cunnincuam. That is correct. 

Senator Kitcore. So that a similar amount of dollars appropriated 
would not get you the necessary personnel? 

Mr. Cunnincuam. It would not give us the necessary operating 
expenses. When the supply was shut off from Europe and the Far 
East, that which trickled in from Mexico was bothersome, plus the 
diversions, but we were able to contain it, if I might use such a word. 
Those salary increases voted by Congress, we absorbed by not filling 
vacancies. 

(The following additional data were supplied :) 

The estimated operating cost. of the Bureau with an authorized force compar- 
able with that of the fiscal year 1940 would be approximately $2,350,000, which 
amount is $250,000 greater than the estimate of appropriation submitted to 
Congress for the Bureau’s operations for the fiscal year 1952. 

Senator Kiricore. On that table I asked you to provide, I wish you 
would break that personnel down into supervisory, clerical, and agents. 

Mr. Cunnincuam. I would be very glad to do that, sir. Just for 
this year? 

Senator Kiicore. For each year. 

Mr. Cunnineuam. I might add this: starting March 31, we have 
cut back approximately 40 percent in our enforcement efforts. We 
haven’t got the money. We haven’t violated our apportionments 
but enforcement of a criminal law is not like running a plant, where 
you have a certain amount of work. We can’t tell in July how much 
narcotics we can purchase the following December. 


RECOVERY ON NARCOTICS PURCHASED 


Senator Ecron. Is there any recovery on these narcotics that you 
purchase? 

Mr. CunNnINGHAM. Senator, every piece of evidence we get goes to 
what we call the Drugs Disposal Committee here in Washington. It 
is shipped from all over the country, and it is processed and turned 
over to the Munitions Board, which makes a contract with some 
manufacturer to extract from it such alkaloids as the Munitions Board 
wants. That runs into thousands of dollars. In 1949 we furnished 
them drugs valued at (wholesale) $73,882. 

Senator Ecron. Do they take the heroin? 

Mr. CunninNGHAM. Yes; they take everything that has opium in it. 
That is exactly right. 

Senator Kitcgore. They can process heroin and get it back into 
morphine? 

Mr. Cunnincuam. That is right. We have sent some 30 carloads 
of processed drugs to the stockpile for the Munitions Board. Now, 
that was not all seized. We have been the agency which handled all 
of the drugs from all over the world that may have belonged to the 
Army or the Navy, that become obsolete. They are ahi ed in 
here to us, and we process it and pick out these that are ane and 
then the rest is reprocessed again and put into usable condition. 

Senator Ecron. Your Department pays your own way, then? 

Mr. CunninGHAM. We pay our own way in a sense. We are 
charged with the security for those drugs, and we won’t permit them 
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to be shipped unless our men go with them. We are reimbursed for 
the travel expense only. 

Senator Kircore. But you do not get anything for the drugs? 

Mr. Cunnineuam. No, sir. 

Senator Ecron. You do not, then, get any reimbursement from the 
Munitions Board? 

Mr. CunninGHam. No. 

Senator Kirgore. The tax payer gets the benefit. 

Mr. Cunnineuam. That is right. We are reimbursed for the ex- 
penses of those who go with the drugs to see that they are put in 
secure storage. 

FINES AND PROPERTY SEIZURES 


Senator Kircorr. Could you furnish us with a table of how much 
money went into fines and compromises, and so forth, for the last 
fiscal year? 

Mr. CunnINGHAM. The paid fines and compromises for the calendar 
year 1950 amounted to $46,076.09. The value of vehicles forfeited 
for 1950 was $329,173. 

Senator Krirgore. Can you also furnish us with the value of the 
seized property that has been turned over to the Munitions Board? 

Mr. CunninGHam. That would be rather difficult, Mr. Chairman, 
because there are numerous kinds of drugs, and whether the value 
was wholesale or retail enters into the question. 

Senator Kitcore. Well, the stuff was returned to the Munitions 
Board in commercial quality, was it not? 

Mr. Cunnincuam. Yes, but there is a lot of empirin compound, 
and so on, with codeine in it. We will do it, but it will be a big job. 
When you take 30 boxcar loads, that presents a problem. 

Senator Kitrcore. I am wondering if we could not ask them to 
give us the value of what they have received from you. 

Mr. Cunnincuam. I will be glad to look into that. 

Now, this $329,173 was the ‘value of vehicles we seized last year. 
We purchased no automobiles. We seized automobiles used in viola- 
tion of the law, and they are forfeited through the courts, and those 
suitable for enforcement we used, and the others were sold, and the 
proceeds of sale were turned over to the miscellaneous fund of the 
Treasury Department. 


COOPERATION OF STATES 


Senator Kitcorre. Now, could you tell us a couple of other things 
before you finish? What have the States been doing on the question 
of narcotics and things of that kind? 

Mr. Cunninauam. The States have rather uniformly cooperated 
with us. And that applies to local authorities and sheriffs generally. 


PENALTIES FOR VIOLATIONS 


We have asked the States, Mr. Chairman, to amend the narcotic 
laws to provide greater penalties for narcotic violators. 

I might suggest that 63 percent of the people we arrest have prior 
convictions for Federal offenses—40 percent have had prior convic- 
tions for violating the narcotic laws. The average sentence last year 


81916—51———-25 
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for narcotic violators was 23 months. There has been a bill in- 
troduced in the Congress in that connection by Messrs. Boggs, Yates, 
and Donovan to make mandatory 

Senator Kriugore. H. R. 2340? 

Mr. CunnincHaM, That is right. It has been amended by Mr. 
Boggs. It is a composite of three bills, and it has been reported 
favorably by a Subcommittee on Narcotics of the House Ways and 
Means Committee. 

Senator Krugore. Do you think that bill, if passed as reported out, 
will be of value to you? 

Mr. CunNINGHAM. Yes, it will give the second offenders 5 years 
in the penitentiary and the third offenders 10 years. You do not 
have dope peddling where there are big sentences. They leave. 
They stay away from there. 

Senator Ecron. Let us have a stiff sentence, then. 

Senator Kitcore. Would you tell us of your experience with the 
reduction of the traffic where there are stiff penalties? 

Mr. CunNnINGHAM. It disappears. It melts away. 

Senator Kiicore. In other words, your criminal does not like to 
go into a place where there is a heavy penalty. He picks out a place 
where the penalties are light. 

Mr. CunninGHamM. Exactly. Places like Minneapolis and Memphis 
and Brooklyn they stay away from. The average sentences there are 
rather high. But it is passing strange that once those sentences are 
meted out, they just do not ever go back there. 

The sentences at Memphis, when I first went to work 32 years ago, 
were 30 days. They finally graduated it and ascended it up to 8, 10, 
arid as high as 17 years. They do not go to Memphis any more. 
The judge down there gives them 5 or 6 years, so they just stay away. 
They are afraid if they go back they will get some of those 16- or 
18-year sentences. 

Senator Ecron. As long as it is a Federal offense, and it is tried in 
Federal court, what has the State law got to do with it? 

Mr. Cunnineuam. The State law does not have anything to do with 
it. But if the State laws have greater sentences than the Federal law, 
we will take them in the State court. 

Senator Kitcore. If the State laws have a stiffer sentence than the 
Federal laws, they go to the State court. 

Mr. Cunnincuas. All we seek to do is to remove the dope peddler 
from society as long as we can. 





BACKLOG OF INVESTIGATION 


Senator Kiicorr. You gave before the House, I believe, your 
uninvestigated case load as of the end of the last fiscal year. I 
wonder if you could bring that ap to March 31 and tell us what yout 
uninvestigated case load is as of March 31 of this year. 


Mr. CuNNINGHAM. Yes, sir; 5,393. 

Senator Kitcore. And at the end of 1950, fiscal 1950, you had 
5,766? 

Mr. CunnrnaHam. Let me look here a minute. Yes, 5,766. 

Mr. Chairman, I have a statement here that you can file for the 
record, showing the investigations by districts. 
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Senator Kiicore. I would appreciate having that, and any other 
statements that you would care to file that will show the current 
status of the situation. You will have the committee’s permission to 
file them before this record is transcribed. 

(The statement referred to follows:) 


GENERAL STATISTICS AND INFORMATION 


The following tabulations show the activities of the Bureau with respect to 
case loads, violations reported, convictions, sentences imposed, and number of 
seizures and purchases. 


Comparative statement of case load 


Fiscal year 








| g 
| 1947 | 1948 | 1949 | 1950 | 1951! 
| | | 
a s . e SNe Bae. BB | 
Cases pending for investigation at beginning of fiscal 
POM cdesch co ve- ox fanaa tate pomese ? 5,217| 4,802} 3,875] 3,364 5, 766 
Cases received for investigation_.__..............- } 14,965) 16,036) 15,150) 19,973 | 11, 856 
eee eae a a sae 
Total case load............--- is eee | 20,182} 20,838 | 19,025 | 23,337 17, 622 
Cases completed for prosecution - -- ‘ : cal 3, 367 | 3, 472 | 4, 980 | 6, 163 3, 708 
Cases completed showing no violation.........._.-.-} 12, 013 | 13, 491 10, 681 | 11, 408 8, 521 
Total cases completed... .....-___-- 15,380 | 16,963] 15,661 | 17,571 | 12,229 
Cases pending for investigation at close of fiscal year_| 4, 802 | 3, 875 | 3, 364 5, 766 5, 393 
| 


1 Through March 1951. 


Distribution of pending investigations 


ees - - a ees _ —— ———— — eerennaee 


istric July 1, 1950, 
ae Location of headquarters | July 1, 1950 |through Mar. 


| 31, 1951 


1 | Boston 


nt ect ate Dialat Ra ak chit cS on alt Nestle Nah coe tata ea nahh hc inal tp hadi aii ticcalial 353 280 
A a a a as 1, 242 1, 020 
a) LL cielo A, oak nalp nakico dcntoea he cuae cles Suge domes 308 419 
5 | Baltimore_-_. iti tens chide adhd G Renielad ‘ ie nel wifi 492 375 
6 | Atlanta... -_- idstamedhauted a useeaan itn Schiele bahia 506 555 
Oe ee dk ee he en Bish sn auras ’ 412 185 
8 | Detroit. - at a ; ce Cal aeeicete ier a 226 298 
9 | Chicago._._- : H aid : : : : 386 324 
10 | Houston. .__. ‘ ae ss 409 502 
i} memes Clty .........-<<« aie onsale ea ; a 542 650 
Pip RMNONIIIENLL. hc vacdsadaaseucecnbace id . 246 180 
3 | Denver. : ; iu distil 115 115 
14 | San Francisco soda 2 ? Siete , 86 115 
15 | Seattle ake bhthee ‘as 4 idle ik ‘ . 430 360 
16 Honolulu......_. : : ‘ ; tie tale 13 15 

DS Pon akan ain Shida nelacnate eo kcndia . 5, 766 , 393 


Senator Kircorr. Now how much have you spent so far out of 
the funds made available for purchase? 

Mr. CunninGuam. It is $88,820. 

Senator Kingore. Out of how much? 

Mr. CunninGuam. $125,000. 

Senator Kitcore. So that to run you the rest of the fiscal year, 
you have how much? 

Mr. Cunntncuam. We have $36,180. 

Senator Kircore. What effect does that have on your reducing 
your case load, to have men available to make purchases when 
necessary? What effect does that have in helping you reduce it? 
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Mr. CunnincHam. We are just going to have to cut back. We 
can’t reduce it. We are going to have to hit the high spots from 
now on. We are going to have to call our shots, if you know what I 
mean. 

Let me get this point over to you. The appropriation bill was not 
passed last year until September 1. So we restricted purchase ac- 
tivities in July and August. For instance, we spent only $1,800 for 
purchases in July, $2,800 in August, and then in September, on the 
basis of funds provided by Congress, enforcement was accelerated, 
and purchase expenditures went up to 5, 13, 10, 10, 19, 14 thousand. 

The operating money went the same way. And, as I said before, 
or you did, there is no use going fishing without some bait. We 
can’t do anything. Since the first of the month, Mr. Harney, who is 
in direct charge of enforce ment, has been pleading with me ‘for more 
money. I have control of the money, and he is up against it. He is 
trying to make deals in several places, and we don’t have the money 
to do it. And I am not being critical of anybody. We can’t hope 
for any more work out of the agents we have. They are working now 
about 56 or 57 hours a month overtime, for which they are not com- 
pensated either by leave or money. In other words, they are working 
7 days a week, practically every day, and lots of nights. We can’t 
ask them to do any more work. 


SALARY OF AGENTS 


Senator Kitcorre. What is an agent’s salary? 

Mr. CunninGuam. I would say most of our agents are in grade 9, 
which starts, I believe, at $4,200 and runs up to $5,100. 

Senator Kincore. How does that compare with agents of other 
enforcement activities, such as Secret Service, FBI, and so forth? 

Mr. CunnincHaM. Well, we are probably a little bit lower than 
the Secret Service. They have a few higher-graded men than we do. 
The FBI salaries are consistently higher than ours 

Senator Kircore. In other w ords, FBI is much above you in pay? 

Mr. CunniINGHAM. Yes; they start their agents in grade 10, and 
we start ours at 7. 

Senator Ecron. Do you have your agents provided with an expense 
account? 

Mr. CunnincHam. We pay them expenses when they are away 
from their post of duty. 

Senator Ecron. I mean, how do they get in and get this information? 

Mr. CunninGHAM. Oh, yes; we furnish them “operating expenses. 
They may have to travel with those violators and go in bars, night 
clubs, or baseball games. We couldn’t get any results without that 
money. 

PERSONNEL TURN-OVER 


Senator Kitcore. How big is your personnel turn-over? 

Mr. CunnincHam. Well, 1 would say this year we have had, 
deaths, murders, retirements, 12 to 15. We had one man murder ce 

Senator Kitcore. Does the Government pay anything when a man 
is killed in line of duty? 

Mr. Cunnincuam, They pay his wife about half of his salary. 
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Senator Kitcore. That, however, is the annuity fund to which he 
has contributed? 

Mr. CUNNINGH AM. No, sir; that is a special fund set up in the Em- 
ployees’ Compensation Commission. 

Mr. Harney. He has an election. Or she has an election. 


RECRUITMENT OF PERSONNEL 


Senator Kr.corr. How about personnel? Are they hard to get? 

Mr. Harney. We have a very difficult job recruiting, because we 
need so many specialists. To use a figure of speech, we have to cast 
these people for a part in a play. We can’t just hire run-of-the-mill 
people. We want language qualifications. We want appearance 
qualifications. We want somebody that maybe speaks a special 
dialect or has a certain accent. If we want Italians, we can’t be 
satisfied with just Italians, but they will have to have a Sicilian back- 
ground, or something of that sort. So we have quite a recruiting prob- 
lem in getting suitable types. 

Senator Kincorn. Do you have to qualify your people under Civil 
Service? 

Mr. Harney. Yes. 

Senator Kiicore. Is that any handicap to you? 

Mr. Harney. Well, the Commission has been pretty good to us. 
They have allowed us some exceptions. We are asking for more. 

Senator Kitcors. In other words, sometimes you have men 
make good agents that could not quite meet civil-service status. 

Mr. Harney. Some exceptional chap may come in with exceptional 
qualifications, who might be on the civil-service register, but so far 
down that we could not reach him. We have situations like that. 

Senator Ecron. A civil-service examination does not indicate his 
integrity or truthworthiness or anything else? 

Mr. Harney. Not at all. 

Senator Ecron. And that is what you have to rely primarily on? 

Mr. Harney. That is right. We make an investigation for that. 

Senator Kitgore. A question on that point. F BI is not under civil 
service? 

Mr. Harney. That is right. 

Senator Kitgorr. How about Secret Service? 

Mr. Harney. They are. 

Senator Ecron. It seems to me that you people and Secret Service 
and FBI should all be in the same category. 

Mr. Cunninauam. Mr. Chairman, if I may interrupt, I will say 
there is this objection to that. We would have a great deal more 
trouble recruiting people in our service at grades 7, 8, and 9 if they 
were not under civil service. There is a great deal of difference in 
the range of those salaries. 

Senator Kitcore. I am thinking also of the question that the 
salaries ought to be equalized. 

Mr. CunNnNINGHAM. You won’t have any vote against that from me. 

Senator Kircorr. How many vacancies do you have now? 

Mr. CunninGuam.. We have no vacancies. 

Senator Kirgore. That is, you are as full up as your budget will 
permit? 
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Mr. CunNINGHAM, Yes, sir. 
Senator Kirgorr. Any further questions? 


NARCOTICS SITUATION IN CHINA 


Mr. CunninaHam. If you gentlemen would be interested in that 
Japanese matter, Mr. Harney has it, if you want to hear a little 
drama. 

Senator Ecron. I think we ought to hear it, Mr. Chairman. 

Mr. Harney. When the Japanese went into Manchuria, as Senator 
Hayden pointed out, they encouraged the manufacture of heroin 
there. It was a proposition of making their occupation pay itself out, 
probably, because of the taxes they would put on opium. 

Whatever the purpose, there was great production of heroin in 
Japanese-controlled China. And that began to hit a pretty good peak 
about 1937; so much so that American smugglers, a ring headed by 
the notorious Lepke Buchalter, head of Murder, Incor porated, ran a 
so-called Round the World Tourist Organization, from which they 
sent people, stooges, through the Pacific Ocean, to Shanghai, where 
they loaded trunks. up with heroin and morphine and “brought it 
back through the Indian Ocean. We broke that case up, with the 
help of Customs, late in 1937. 

Then we developed a large series of cases, which, up to the time that 
Hitler invaded Poland, started to break the back of the heroin 
traffic. In other words, that upset the apple cart in the Far East. 
That breakup, plus the fact that the Japanese-Chinese fracas got 
so intense up around Tientsin, had the result that these big shot 
racketeers didn’t want to afford to take big investments over into 
that part of the country any more. 

So you will probably see from our figures and from our personnel 
that there was a decline in heroin traffic beginning back around 1938. 

The heroin factories, of course, persisted in Manchukuo, but by 
that time so many of the local people had been debauched that there 
probably was an enormous local heroin consumption there. 

Senator Kricore. In other words, a man could afford to pay for a 
trip around the world for heroin to be smuggled in? 

Mr. Harney. A great many times. Sometimes he would send 
two people, a man and his w ife, for protective coloration. And they 
would bring in enough heroin to supply the current needs of about a 
tenth of our estimated addict population at the time. 

Senator Ecron. And that production now is going into China 
proper? 

Mr. Harney. As far as we know. Very little of it seems to be 
escaping at the time, although we have seen some ominous indications 
lately. 

Senator Kircore. Thank you very much, gentlemen. 

Mr. Cunninauam. I can add this to the record, that, so far as 
civilian defense is concerned, we have sent out from our vault in the 
Treasury Department 7 million morphine syrettes to the various 
Public Health Service hospitals, for use in the event of some catas- 
trophe. We have also sent to each one of our district offices, based 
on the population of that district, their pro rata of those syrettes, to 
be maintained in those vaults in the event of a catastrophe. 
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The second thought I might add is that we are now donating 15 
percent of our time to the military. 

Is that a fair estimate, Mr. Harney? 

Mr. Harney. Make it 10. 

Mr. CuNNINGHAM. That has resulted in a lot of people being ar- 
rested in military establishments. We are working with the military 
police. I will say 25 or 30 have already been arrested. 

Senator Kingore. Are there any further questions? 

The committee will recess until 10:30 tomorrow. 

(Whereupon, at 12:55 p. m., Tuesday, April 24, 1951, the hearing 
was recessed until 10:30 a. m., Wednesday, April 25, 1951.) 








